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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 


We  have  examined  the  background,  circumstances,  and  operations  of 
student  financial  aid  programs  and  other  internal  matters  of  the  Department 
of  Intercollegiate  Athletics  of  the  University  of  Montana.   Our  examination 
was  performed  with  the  agreement  of  the  Audit  Committee  in  conjunction  with 
a  concurrent  investigation  by  agencies  of  the  U.  S.  Department  of  Justice. 

Our  examination  commenced  in  January  1972,  when  the  existence  of  alleged 
discrepancies  in  the  administration  of  student  financial  aid  within  the 
Department  of  Intercollegiate  Athletics  became  public  knowledge.   Prior  to 
that  time,  general  awareness  of  the  alleged  discrepancies  was  limited  to  a 
select  few  university  administrative  officials. 

The  concurrent  investigation-examination  was  performed  primarily  in 
the  spring  of  1972.   The  investigation  by  federal  authorities  resulted  in 
the  criminal  indictment  and  trial  of  five  university  officials.   The  charges 
against  three  of  the  officials  were  dismissed  during  or  subsequent  to  the 
trial.   The  remaining  two  officials,  both  of  whom  are  coaches,  were  exonerated 
of  criminal  charges  as  a  result  of  the  trial  which  was  completed  on  April  14, 
1973.   The  results  of  our  examination,  which  are  transmitted  herewith,  were 
withheld  pending  the  completion  of  the  trial. 
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Summary  statements  of  operations  of  the  Department  of  Intercollegiate 
Athletics  for  the  six  years  ended  June  30,  1972,  as  recorded  by  the  university, 
are  presented  in  Appendices  10-12  on  pages  66-68  of  this  report.   Although 
unaudited  except  in  limited  instances,  the  statements  serve  as  a  reference 
as  to  the  resources  of  the  department  and  their  use. 

Because  of  the  extensive  involvement  of  federal  agencies  in  the  financing 
and  recent  investigation  of  matters  encompassed  in  this  report,  we  are  for- 
warding copies  of  this  report  to  those  agencies. 

We  submit  the  following  comments  and  recommendations. 
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COMMENTS 
SUMMARY 

Our  examination  disclosed  discrepancies  in  the  use  and  administration 
of  student  financial  aid  programs  in  the  Department  of  Intercollegiate 
Athletics.   We  found  that  customary  avenues  of  student  financial  assistance 
such  as  scholarships,  student  employment  programs,  and  federal  student 
assistance  grants  were  used  to  the  maximum  extent  by  the  athletic  department 
as  a  means  of  providing  supplementary  financing  for  the  athletic  program. 
In  this  connection  we  found  that: 

1.  Numerous  indications  that  student  financial  aid  programs 
available  to  the  athletic  department  were  misused  in  terms 
of  their  original  intent  and  purpose. 

2.  Over  $227,000  in  financial  assistance  paid  student/athletes 
under  campus  operated  financial  assistance  programs  was 
collected  back  by  the  athletic  department  and  used  to 
support  the  intercollegiate  athletic  program. 

3.  Documentation,  control,  and  supervision  of  student/athlete 
work  was  deficient  to  the  extent  that  there  is  generally 

no  assurance  that  work  was  performed  under  the  College  Work 
Study  program. 

4.  Business  practices  employed  by  the  athletic  department  in 
processing  and  handling  student-employee  payments,  and  the 
handling  of  money  violated  various  federal  requirements  as 
well  as  generally  accepted  basic  business  principles. 

Most  of  the  circumstances  and  practices  summarized  above  occurred  over 
a  period  of  almost  five  years  and  revolved  around  hundreds  of  student /athletes 
The  fact  that  university  administration  was  apparently  unaware  of  the  cir- 
cumstances, practices,  and  related  implications  indicates  the  presence  of 
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weaknesses  in  management  at  the  top  levels.   These  weaknesses  include  over- 
reliance  upon  subordinates,  insufficient  separation  of  duties,  and  a  general 
inability  to  detect  and  identify  improper  or  deficient  practices  and  procedures. 
A  greater  degree  of  management  attention  to  the  activities  and  problems  of 
the  operating  levels  is  needed;  however,  there  are  areas  where  specific  action 
is  warranted.   These  areas  and  our  recommendations  to  correct  them  are  dis- 
cussed in  detail  in  this  report. 
GENERAL 

The  University  of  Montana,  located  at  Missoula,  is  the  largest  of  the 
six  institutions  of  the  Montana  University  System.   It  is  comprised  of 
numerous  academic  and  non-academic  departments,  including  the  Department  of 
Intercollegiate  Athletics,  hereafter  referred  to  as  the  athletic  department. 
The  student  enrollment  of  the  university  at  November  30,  1972,  was  over  8,000 
with  a  full-time  instructional  staff  of  about  400. 

Student  financial  aid  at  the  university,  including  the  athletic  depart- 
ment, is  derived  from  a  number  of  sources.   These  sources  include  scholar- 
ships which  are  awarded  on  scholastic  or  athletic  ability,  outright  financial 
grants,  institutional  loans  and  student  employment  opportunities,  as  well  as 
any  combination  of  the  foregoing.   The  types  and  value  of  student  financial 
assistance  awarded  in  academic  year  1971-72  are  summarized  in  Appendix  1  on 
page  54. 

Student  financial  aid  can  be  awarded  with  or  without  evidence  of  financial 
need,  depending  upon  the  type  of  aid  program  involved.   Generally,  scholarships 
which  are  related  to  academic  or  athletic  ability  can  be  and  are  awarded  without 
regard  for  financial  need.   That  is,  a  student  does  not  have  to  be  economically 
deprived  in  order  to  obtain  that  form  of  financial  aid.   In  other  instances, 


however,  the  students  have  to  be  economically  deprived  or  must  come  from  a 
low  income  background  in  order  to  obtain  financial  aid.   Such  is  the  case 
with  the  National  Defense  Student  Loan  program,  the  Educational  Opportunity 
Grant  program,  and  the  College  Work  Study  program.   In  contrast  to  student 
financial  assistance  through  scholarships,  financial  assistance  under  these 
three  programs  is  based  entirely  upon  need,  i.e.,  there  must  be  demonstrable 
financial  need  before  the  financial  assistance  can  be  awarded. 

The  National  Defense  Student  Loan  (NDSL)  program,  Educational  Oppor- 
tunity Grant  (EOG)  program,  and  the  College  Work  Study  (CWS)  program  are 
nationwide  programs  sponsored  by  the  Federal  Government  and  administered 
by  the  university  on  behalf  of  the  state.   The  NDSL  program  consists  of 
long-term,  low-interest  loans  to  students  on  the  basis  of  financial  need. 
These  loans  are  primarily  financed  by  the  Federal  Government  with  1/9  of 
the  cost  being  borne  by  the  state.   Although  students  in  the  athletic 
department  received  loans  under  the  NDSL  program,  the  use  of  this  program 
is  not  an  issue  since  the  proceeds  of  NDSL  loans  were  not  used  by  the 
athletic  department. 

The  EOG  program  consists  of  outright  cash  grants  to  students  for  educa- 
tional purposes.   The  grants  are  made  on  the  basis  of  and  vary  according 
to  financial  need  and  are  100  percent  financed  by  the  Federal  Government. 
Inasmuch  as  they  are  grants,  students  are  not  required  to  work  for  nor 
repay  the  amounts  granted. 

In  contrast  to  the  EOG  program,  the  CWS  program  is  not  a  grant  program 
and  is  jointly  financed  by  the  Federal  Government  and  participating  agencies. 
The  CWS  program  is  similar  to  the  EOG  program  in  that  the  amount  of  financial 
assistance  extended  a  student  is  based  entirely  upon  financial  need.   How- 
ever, students  are  required  to  perform  useful  work  to  obtain  the  financial 
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assistance  which  is  paid  in  the  form  of  wages  as  a  part  of  the  university 
payroll.   The  CWS  program  is  jointly  financed  in  that  the  Federal  Government 
presently  contributes  80  percent  of  the  program  moneys  which  are  matched  by 
a  20  percent  state  contribution. 
FINANCIAL  AID  FOR  STUDENT /ATHLETES 

As  a  general  rule,  most  of  the  student  financial  assistance  programs 
available  on  campus  are  also  available  to  student/athletes.   Student/athletes 
could  potentially  qualify  for  any  category  of  financial  assistance  depending 
upon  their  background,  academic  and/or  athletic  ability,  and  field  of  study. 
For  the  most  part,  however,  student/athletes  of  intercollegiate  competition 
caliber  are  brought  to  the  university  and  initially  aided  financially  through 
athletic  scholarships. 

Athletic  Scholarship  Awards 

The  number,  type  and  extent  of  athletic  scholarships  which  can  be  awarded 
by  the  university  are  defined  by  the  Big  Sky  Athletic  Conference  and  the 
National  Collegiate  Athletic  Association  (NCAA) .   The  Big  Sky  Conference  is 
composed  of  eight  colleges  and  universities  and  is  governed  by  a  triad  of 
institution  presidents,  faculty  athletic  representatives,  and  athletic  directors, 

The  regulations  issued  by  the  conference  and  NCAA  govern  the  circumstances 
under  which  athletic  scholarships  can  be  given,  the  nature  and  extent  of 
athletic  scholarships,  and  the  number  of  athletic  scholarships  allowed  in 
any  given  year.   Athletic  scholarships  can  vary  from  a  "full  ride"  (officially 
termed  "full  grant  equivalent")  to  a  "partial  ride"  which  does  not  encompass 
all  of  the  allowances  of  a  full  ride.   A  full  ride  or  full  grant  equivalent 
scholarship  essentially  means  that  a  student/athlete  attends  the  university 
with  little  or  no  cost  to  himself.   The  tuition,  fees,  board,  room,  and  an 
allowance  for  books  and  incidentals  are  either  paid  by  the  athletic  department 
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or  absorbed  to  a  certain  extent  by  the  university  and  the  state,  as  is  the 
case  with  fee  waivers.   It  is  also  allowable  for  the  athletic  department  to 
require  that  a  student/athlete  work  for  all  or  part  of  his  scholarship; 
however,  it  is  generally  construed  that  a  full  ride  means  that  all  educational 
costs  except  books  and  incidental  allowances  are  provided  without  any  work 
requirement. 

whatever  the  nature  of  athletic  scholarships,  both  conference  and  NCAA 
rules  and  regulations  require  that  all  athletic  scholarships  be  awarded 
through  regular  university  scholarship  channels  and  that  the  terms,  duration, 
and  conditions  of  all  scholarships  be  set  out  in  writing.   In  this  regard, 
a  facsimile  copy  of  a  full  ride  athletic  scholarship  agreement  used  by  the 
Big  Sky  Conference  and  the  university  is  presented  as  Appendix  2  on  page  55. 

Our  examination  of  the  scholarship  process  used  by  the  athletic  depart- 
ment of  the  university  disclosed  the  following  discrepancies: 

1.  Athletes  were  recruited  on  the  basis  of  scholarship  agreements 
which  were  vague  as  to  terms  and  conditions. 

2.  Athletic  scholarships  were  initially  awarded  and  modified 

by  the  athletic  department  outside  of  established  university 
scholarship  channels. 
Terms  and  Conditions  of  Awards 
We  found  that  many  student/athletes  were  recruited  with  the  understanding 
that  they  were  being  given  a  full  ride  athletic  scholarship  when,  in  fact,  the 
scholarships  were  subsequently  treated  as  loans  or  advances  to  be  repaid  to  the 
athletic  department  if  and  when  the  student/athletes  qualified  for  other  forms 
of  financial  assistance. 

Former  and  present  student/athletes,  as  well  as  athletic  department 
coaches,  disclosed  that  athletes  are  recruited  by  means  of  offers  of  financial 
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assistance.   The  various  schools  competing  for  the  attendance  of  athletes 

tender  offers  of  financial  assistance  within  the  limits  established  by  the 

conference  and  NCAA.   In  the  case  of  outstanding  or  star  athletes,  the 

scholarship  offers  are  usually  the  maximum  allowed,  i.e.,  a  full  ride.   In 

this  connection,  the  full  ride  athletic  scholarship  agreement  used  by  the 

athletic  department  (See  Appendix  2)  generally  reflected  the  following  language: 

"University  of  Montana  will  furnish  the  following  scholarship: 
Tuition  and  Fees,  Room  and  Board,  $15.00  per  month  incidentals 
plus  $60.00  book  allowance  on  Athletic  Work  Program  (Maximum 
allowed  under  NCAA  regulations) ." 

Former  and  present  athletes  generally  confirmed  the  common  understanding 
of  the  foregoing  language.  Many  of  the  student/athletes  with  full  ride 
scholarships  expressed  the  belief  that  all  educational  costs  except  books 
and  incidentals  were  taken  care  of  by  the  athletic  department.   However, 
work  was  required,  according  to  the  student/athletes,  for  the  books  and 
incidental  allowances,  but  only  if  the  student/athletes  wanted  these  allow- 
ances.  The  student/athletes  generally  stated  that  they  were  not  informed 
at  the  time  they  were  recruited  that  they  would  have  to  work  for  or  repay 
their  scholarship.   In  this  regard,  many  of  the  student/athletes  stated  that 
they  had  been  recruited  by  other  schools  in  addition  to  the  university  and 
that  they  would  not  have  come  to  the  university  had  they  been  informed  that 
they  had  to  work  for  or  repay  their  full  ride  athletic  scholarship. 

The  vagueness  of  the  scholarship  language  was  acknowledged  by  the 
athletic  department  officials.   The  director  of  the  athletic  department 
stated  that  he  formulated  the  language  used  on  the  full  ride  scholarships 
(See  Appendix  2)  and  that  references  to  work  or  repayment  were  intentionally 
omitted.   He  said  that  language  to  the  effect  that  work  for  or  repayment  of 
the  full  ride  scholarship  was  omitted  because  (1)  it  was  not  known  whether 
the  student/athlete  could  qualify  for  other  forms  of  financial  aid,  and 
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(2)  because  it  would  have  made  it  much  more  difficult  to  recruit  successfully 
if  the  athletes  were  informed  that  the  full  ride  was  not  a  full  ride  but 
rather  was  an  opportunity  for  work. 

Similarly,  three  of  the  assistant  coaches  involved  in  recruiting  indi- 
cated that  prospective  student/athletes  were  not  advised  that  they  would  have 
to  work  for  and/or  repay  their  full  ride  athletic  scholarships.   In  one  case 
the  coach  stated  that  the  student/athletes  were  not  informed  of  a  work  or 
repayment  requirement  because  the  coach  did  not  know  the  details  of  the  work 
or  repayment  program.   Another  coach  stated  that  student/athletes  were  not 
informed  of  the  work  requirement  because  the  coach  did  not  know  how  many 
hours  the  student/athletes  could  work.   Notwithstanding  this,  the  athletic 
department  coaches  expressed  the  general  belief  that  the  student/athletes 
were  aware  that  work  was  required  in  conjunction  with  full  ride  athletic 
scholarships. 

The  ambiguity  of  the  athletic  scholarship  agreement  language  used  by 
the  athletic  department  was  also  attested  to  by  the  Commissioner  of  the  Big 
Sky  Conference  who  stated  that  athletic  scholarship  awards  must  reflect  the 
terms  and  conditions  of  the  award  and  that  if  a  work  requirement  is  part  of 
the  award,  it  must  be  disclosed. 

The  language  of  athletic  scholarship  agreements  should  be  as  precise 
and  clear  as  possible.   The  specific  terms  and  conditions  of  such  scholar- 
ships should  be  reduced  to  writing  as  completely  as  possible.   This  is  neces- 
sary not  only  from  the  standpoint  that  it  is  required  by  conference  and  NCAA 
rules  and  regulations,  but  also  because  scholarship  agreements  are  enforceable 
contracts  between  the  university  on  behalf  of  the  state  of  Montana  and  the 
student/athletes  involved. 
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RECOMMENDATION 

We  recommend  that  the  university  revise  the   language  used  on 
athletic  scholarship  agreements  to  specify  the  terms  and 
conditions  under  which  athletic  scholarships  are  offered 
to  prospective  athletes. 

Initial  and  Subsequent  Awards 
There  is  an  officially  constituted  "Scholarship  and  Student  Loan 
Committee"  at  the  university,  but  it  does  not  act  upon  athletic  scholar- 
ships.  Rather  than  being  processed  through  the  Scholarship  Committee, 
athletic  scholarships  were  channeled  to  a  certain  extent  through  a  "Faculty 
Athletic  Committee,"  which  was  established  within  the  university  to  oversee 
the  activities  of  the  athletic  department  in  a  general  manner.   The  Faculty 
Athletic  Committee,  of  which  the  director  of  the  athletic  department  is  a 
member,  is  not  involved  with  scholarships  outside  of  the  athletic  program. 
According  to  a  member  of  the  Faculty  Athletic  Committee,  the  committee  at 
one  time  met  specifically  for  the  purpose  of  approving  and  signing  athletic 
scholarships.   However,  the  member  stated  that  sometime  between  1965  and 
1967,  authority  to  approve  and  sign  athletic  scholarships  on  behalf  of  the 
committee  was  delegated  to  him  because  of  the  volume  of  athletic  scholar- 
ships and  because  he  was,  until  recently,  the  Faculty  Athletic  Representative 
at  the  university  for  the  Big  Sky  Conference.   Consequently,  it  has  been  his 
responsibility  as  a  designee  since  around  1965  to  approve  and  sign  athletic 
scholarships  on  behalf  of  the  university  and  the  state. 

Aside  from  the  fact  that  athletic  scholarships  were  not  awarded  by  the 
regular  scholarship  committee,  our  examination  of  the  athletic  scholarship 
process  disclosed  numerous  deficiencies  in  the  awarding  of  athletic  scholar- 
ships.  During  the  course  of  our  review,  the  designee  informed  us  that  the 
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fact  that  he  signed  the  athletic  scholarship  documents  did  not  necessarily 
mean  he  was  aware  of  the  exact  terms  and  conditions  of  the  athletic  scholar- 
ship or  of  the  reasons  why  it  was  being  awarded  to  any  given  athlete.   He 
said  that  he  relied  upon  the  director  of  the  athletic  department  in  this 
regard. 

He  also  advised  us  that  neither  he,  the  Faculty  Athletic  Committee,  nor 
the  scholarship  committee  retained  copies  of  the  athletic  scholarship  docu- 
ments even  though  the  documents  (See  Appendix  2)  indicate  that  one  copy  of 
the  scholarship  agreement  is  directed  to  the  scholarship  committee.   The 
designee  said  that  all  copies  were  retained  by  the  athletic  department. 

As  a  result  of  the  foregoing,  the  external  control  over  athletic  scholar- 
ships contemplated  by  the  conference  and  NCAA  rules  and  regulations  was  non- 
existent.  Athletic  scholarships  were  not  awarded  through  regular  scholarship 
channels,  athletic  scholarship  agreements  were  approved  on  behalf  of  the 
scholarship  committee  without  evident  awareness  of  the  terms  and  conditions 
of  the  scholarships,  and  control  over  the  scholarship  documents  was  exclusively 
retained  by  the  athletic  department.   The  result  of  these  weaknesses  became 
evident  when  the  designee  examined  69  individual  athletic  scholarship  agree- 
ments and  commented  that  51  of  the  agreements  were  not  signed  by  him,  even 
though  his  name  appeared  on  them.   The  designee  stated  that  he  had  not  signed 
the  agreements,  had  not  given  anyone  authority  to  sign  his  name,  and  did  not 
know  who  signed  his  name  on  the  documents.   The  athletic  scholarship  agreement 
shown  as  Appendix  2  is  a  representative  example  of  an  instance  where  the  designee 
stated  that  the  signature  was  not  his. 

As  previously  mentioned,  both  the  Big  Sky  Conference  and  the  NCAA  rules 
and  regulations  specify  that  athletic  scholarships  be  awarded  through  regular 
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university  scholarship  channels.   In  this  regard,  the  conference  regulations 

specifically  provide  that  •. 

"All  scholarships  or  Grants-in-aid  must  be  awarded  through  the 
regular  Scholarship  Committee  of  the  institution.  ..." 

while  the  NCAA  regulations  stipulate  that: 

"The  chairman  of  the  regular  committee  or  other  agency  for  the 
awarding  of  financial  aid  to  students  generally,  or  his  official 
designee,  must  sign  the  written  statement." 

In  addition  to  the  foregoing  requirements,  the  scholarship  agreement 
form  used  by  the  conference  and  the  university  reflects  a  signature  space 
for  the  "Chairman,  Scholarships  Committee."   (See  Appendix  2) 

The  requirement  that  athletic  scholarships  be  awarded  through  regular 
scholarship  channels  is  necessary  because  scholarship  agreements  represent 
a  contractual  type  commitment  on  behalf  of  the  university  and  the  state  and 
because  such  a  procedure  could  serve  to  alleviate  unfair  or  preferential 
treatment  by  the  athletic  department.   If  such  a  practice  had  been  in  effect 
in  the  past,  the  recent  controversy  over  the  work  study  program  may  have 
been  averted. 

We  also  found  that  athletic  scholarships  were  modified  during  the  initial 
year  and  in  subsequent  years.   Our  examination  disclosed  that  athletic  scholar- 
ship awards  presumably  approved  by  the  scholarship  committee  were  subsequently 
modified  by  the  athletic  department  without  the  knowledge  or  approval  of  the 
scholarship  committee.   Athletic  scholarship  agreements  were  modified  in  the 
first  year  of  the  student/athletes'  attendance  and  in  subsequent  years. 
Officials  of  the  athletic  department  stated  that  student/athletes  on  full 
ride  athletic  scholarships  were  entitled  to  a  full  ride  in  the  generally 
accepted  sense,  unless  they  qualified  for  other  forms  of  financial  assistance 
such  as  the  College  Work-Study  program  and  EOG's.   If  and  when  a  student/ 
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athlete  qualified  for  these  programs,  the  existing  full  ride  athletic 
scholarship  was  adjusted  in  that  the  outright  grant  portion  was  reduced  to 
the  extent  of  the  other  financial  assistance.   As  a  consequence,  a  student/ 
athlete  initially  having  a  full  ride  athletic  scholarship  ends  up  with  a 
partial  ride  and  a  work  opportunity  without  any  involvement  of  the  scholar- 
ship committee  which  approved  the  original  athletic  scholarship.   This  occurred 
each  time  a  student/athlete  was  recruited  on  the  basis  of  a  full  ride  athletic 
scholarship  and  during  his  first  year  qualified  for  and  received  other  forms 
of  financial  assistance.   In  each  of  these  cases  the  original  terms  of  the 
athletic  scholarship  were  changed  without  any  consideration  by  the  committee. 
There  were  numerous  such  cases. 

Athletic  scholarships  were  also  modified  by  the  athletic  department  in 
subsequent  years  of  student /athlete  attendance  without  any  involvement  of 
the  scholarship  committee.   Athletic  department  officials  stated  that  athletic 
scholarship  awards  were  reevaluated  each  year  by  the  coaches  and  a  determination 
made  as  to  whether  the  award  would  be  continued,  modified,  or  terminated. 
We  were  advised  by  athletic  department  officials  that  only  the  initial  athletic 
scholarship  awards  were  made  in  writing  and  that  awards  in  subsequent  years, 
whether  completely  renewed  or  modified,  were  not  made  in  writing.   According 
to  the  coaches,  the  basis  for  renewal,  modification,  or  termination  was 
generally  the  student/athlete's  performance  in  the  athletic  program.   If  the 
performance  was  satisfactory,  the  athletic  scholarship  was  renewed  for  an 
additional  period.   If  not,  the  original  award  was  modified  or  terminated. 
This  was  basically  corroborated  by  some  student/athletes  who  indicated  that 
their  scholarships  were  modified  in  succeeding  years. 

We  are  not  questioning  the  propriety  of  the  athletic  department's  action 
in  terminating  or  modifying  athletic  scholarships.   Such  action  is  provided 
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for  in  the  conference  and  NCAA  rules  and  regulations  and  is  reasonable  since 
the  coaches  are  in  the  best  position  to  meaningfully  evaluate  athletic  per- 
formance.  We  do,  however,  question  the  fact  that  established  scholarship 
channels  were  bypassed  in  the  modification  and  adjustment  of  athletic  scholar- 
ship awards,  that  subsequent  awards  were  not  made  in  writing,  and  that  the 
athletic  scholarship  process  after  initial  award  was  basically  a  unilateral 
one  involving  only  the  athletic  department. 

We  believe  the  entire  process  of  awarding,  modifying,  and  controlling 
athletic  scholarships  needs  revision.   The  Big  Sky  Conference  has  recently 
established  rules  which  require  that  a  copy  of  athletic  scholarships  be  filed 
with  the  conference  commissioner  in  Boise,  Idaho.   In  addition  to  meeting 
this  requirement,  the  university  should  establish  procedures  whereby: 

1.  All  athletic  scholarships  are  awarded  by  the  university 
Scholarship  and  Student  Loan  Committee  on  the  basis  of 
athletic  department  recommendations. 

2.  All  proposed  actions  pertaining  to  the  renewal,  modification, 
and  termination  of  previously  awarded  athletic  scholarships 
are  reviewed  and  approved  in  writing  by  the  university 
Scholarship  Committee. 

RECOMMENDATION 

We  recommend  that  the  university  establish  procedures  whereby: 

1.  All  athletic  scholarships  are  awarded  by  the  university 
Scholarship  and  Student  Loan  Committee. 

2.  Changes  in  previously  awarded  athletic  scholarships  are 
approved  by  the  university  Scholarship  and  Student  Lour 
Committee  and  reduced  to  writing. 
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Educational  Opportunity  Grants 

As  mentioned  in  the  general  comments  section,  the  Educational  Oppor- 
tunity Grant  (EOG)  program  is  a  nationwide  program  financed  100  percent  by 
the  Federal  Government  and  administered  by  educational  institutions  such  as 
the  university.   The  purpose  of  the  EOG  program  is  to  provide  cash  grants 
ranging  from  $200  to  $1,000  per  academic  year  to  students  of  exceptional 
financial  need  who,  for  the  lack  of  financial  means,  would  be  unable  to 
enter  or  remain  in  school  without  such  assistance.   EOG's  are  available  to 
all  students  with  financial  need  irrespective  of  whether  or  not  they  are 
athletes.   The  following  amounts  have  been  paid  by  the  university  since  the 
inception  of  the  EOG  program  in  July  1966. 

Athletic  Department  Entire  University 

No.  of        Amount 
Paid 

$   -0- 

6,316 

11,359 

8,350 

6,341 

10,732 

Source:   UM  Financial  Aid  Office  records. 

EOG's  are  administered  by  the  Financial  Aids  Office,  which  is  a 

separate,  organizational  unit  within  the  university.   Students  seeking  financial 

assistance,  including  EOG's,  submit  a  standard  application  to  the  Financial 

Aids  Office,  which  is  supposed  to  reflect  their  financial  status  and  condition 

in  terms  of  financial  resources  available  to  meet  their  educational  expenses. 

These  financial  resources  would  normally  include  items  such  as  cash  savings, 

financial  assistance  from  parents,  family  or  friends,  and  other  grants  or 

scholarships.   Using  the  information  supplied  by  the  students  in  conjunction  with  the 
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Students 

1966-67 

-0- 

1967-68 

22 

1968-69 

28 

1969-70 

19 

1970-71 

11 

1971-72 

17 

No.  of 

Amount 

Students 

Paid 

171 

$  58,158 

273 

98,800 

306 

110,660 

327 

176,198 

286 

165,495 

363 

221,652 

estimated  costs  of  education  during  the  upcoming  year,  the  Financial  Aids 
Office  performs  a  need  analysis  and  arrives  at  the  unfulfilled  financial  need 
of  the  student.   Once  the  financial  need  is  determined,  the  Financial  Aids 
Office  determines  the  forms  of  financial  assistance  to  be  awarded  the  student 
and  makes  the  award.   Students  are  advised  of  the  financial  aid  award  through 
a  letter  entitled  "Notice  of  Financial  Aid  Award,"  which  the  student  is  required 
to  acknowledge  and  return  to  the  Financial  Aid  Office.   (See  Appendix  5  on 
Page  60.) 

The  "Notice  of  Financial  Aid  Award"  is  merely  a  notice,  i.e.,  it  does 
not  in  itself  provide  the  student  with  money.   Students  with  EOG's  are 
provided  with  a  form  at  the  time  of  registration.   This  form,  referred  to 
as  a  "paid  out,"  is  in  effect  a  negotiable  instrument  that  may  be  used  by 
the  student  to  pay  his  educational  fees. 

Our  examination  of  the  athletic  department's  involvement  with  EOG's 
disclosed  the  following  practices  which  were  inappropriate  in  terms  of  the 
EOG  program: 

1.  Student/athletes  awarded  full  ride  athletic  scholarships  on 
the  basis  of  their  athletic  ability  were  directed  by  the 
athletic  department  to  apply  for  EOG's  even  though  their 
financial  needs  were  already  met  or  would  be  met  by  athletic 
scholarships. 

2.  EOG's  were  awarded  to  student/athletes  on  the  basis  of  needs 
analyses  which  did  not  consider  athletic  scholarships. 

3.  EOG's  were  paid  to  the  athletic  department  and  deposited  to 
the  athletic  department  accounts. 

Application  for  EOG's 
Athletic  department  officials  and  former  and  present  student/athletes 
indicated  that  the  student/athletes  were  directed  by  the  athletic  department 
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to  submit  applications  for  financial  aid,  including  EOG's.   The  application 
forms  were  given  to  the  student/athletes  by  athletic  department  officials 
as  a  matter  of  routine  each  year.   In  most  cases  they  were  filled  out  at 
team  meetings  and  submitted  to  the  Financial  Aids  Office  for  processing. 
In  some  instances  the  application  forms  were  mailed  to  the  student/athlete, 
completed,  and  returned  to  the  athletic  department  for  forwarding  to  the 
Financial  Aids  Office.   As  a  general  rule,  the  athletic  department  instructed 
the  Financial  Aids  Office  to  send  all  correspondence,  including  any  notice 
of  financial  aid  award,  to  the  athletic  department  rather  than  the  student/ 
athlete.   Athletic  department  officials  advised  us  that  this  was  done  to 
insure  that  student/athletes  got  the  correspondence  since  the  athletic 
department  generally  knew  of  their  whereabouts. 

Our  examination  of  the  applications  filed  by  student/athletes  at  the 
direction  of  the  athletic  department  disclosed  that  with  few  exceptions 
the  applications  did  not  disclose  the  fact  that  the  student/athlete  had 
been  awarded  an  athletic  scholarship.   In  fact,  the  application  forms  in- 
cluded these  specific  questions: 

"Have  you  previously  been  awarded  scholarships,  long  term  loans, 
educational  opportunity  grants,  or  work  study  by  this  or  any  other 
institute  or  agency? 

"  *  *  *  * 

"If  yes  please  indicate  name  or  type  of  award,  institute  or  agency, 
year  and  amount . 

"Do  you  expect  to  receive  other  scholarship  grant  or  long  term 
loan  assistance  for  (year) ? 

11  *  *  *  * 

"If  yes  indicate  name  type  of  award  and  amount." 
In  most  cases  no  answer  was  provided  to  the  questions,  i.e.,  the 
answer  spaces  were  left  blank.   In  some  instances  the  answer  "No"  was 
provided,  presumably  meaning  that  the  student/athlete  did  not  have  an 
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athletic  scholarship.   In  most  cases,  student/athletes  stated  that  they 
could  not  recall  why  the  questions  pertaining  to  scholarships  were  left 
unanswered  or  answered  in  the  negative  on  the  applications  for  financial 
aid.   In  a  few  instances,  the  student/athletes  stated  that  they  were  in- 
structed by  athletic  department  officials  to  leave  the  questions  unanswered. 

Athletic  department  officials  advised  that  students  were  instructed 
to  leave  the  scholarship  question  unanswered  on  the  financial  aid  application 
because  the  financial  aid  applications  were  required  to  be  submitted  prior 
to  the  time  at  which  the  determination  of  scholarship  awards  were  made. 
However,  we  found  instances  where  full  ride  athletic  scholarship  agreements 
were  signed  by  the  student/athletes  and  all  other  parties  concerned  prior 
to  the  time  that  financial  aid  applications  resulting  in  EOG  awards  were 
submitted.   In  these  instances  the  athletic  scholarship  award  was  not  dis- 
closed on  the  financial  aid  application  even  though  it  was  awarded  in  writing, 
Examples  of  such  instances  follow: 

EOG 

Date  of  Max. 
Student/Athlete    NCAA  Scholarship 

Example  A  2/4/71 

Example  B  1/25/71 

The  foregoing  examples  illustrate  instances  where  student/athletes  with 
affirmed  full  ride  athletic  scholarships  failed  to  disclose  these  scholarships, 
and  in  doing  so,  applied  for  and  received  EOG's.   There  are  also  other 
instances  where  student/athletes  applied  for  and  received  EOG's  even  though 
they  had  initially  received  and  were  still  on  full  ride  athletic  scholarships. 
Some  of  these  instances  are  illustrated  by  the  following  examples  in  which 
student/athletes  failed  to  disclose  their  athletic  scholarships  in  their 
applications  for  EOG's. 
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Date  of 
Application 

Amount 
of  EOG 

5/26/71 
5/18/71 

$1,000 
900 

Student  on 

Max.  NCAA       EOG  Award 

Scholarship     1967-68   1968-69   1969-70   1970-71   1971-72 

Example  A        $350      $530      $500     $  —      $  — 

Example  B        500       500       400 

Example  C         —        300       600        300 

Example  D        —        400       200      1,000 

Example  E        —        —       —        325       900 

Example  F         —        —        —        —       1,000 
Had  it  been  disclosed  on  the  financial  aid  application  that  these  student/ 
athletes  were  recruited  under  and  attending  the  university  on  a  full  ride 
athletic  scholarship,  the  EOG  awards  would  not  have  been  made  because  there 
would  have  been  no  financial  need. 

The  contention  that  athletic  scholarships  were  not  disclosed  because 
they  were  not  determined  at  the  time  the  financial  aid  applications  were 
submitted  is  irrelevant  because  the  notice  of  financial  aid  award  docu- 
ments stipulates  that  the  EOG's  are  awarded  subject  to  change  if  assistance 
other  than  that  indicated  in  the  financial  aid  application  is  received. 
The  notice  of  financial  aid  award,  which  is  certified  by  the  student/athletes, 
specifically  states  that  if  the  student  is  the  recipient  of  a  "scholarship, 
loan,  employment,  or  other  financial  assistance  .  .  ."  he  is  personally 
responsible  for  notifying  the  Financial  Aids  Office.   Consequently,  any 
award  of  an  athletic  scholarship  subsequent  to  the  submission  of  applications 
for  financial  aid  should  have  been  called  to  the  attention  of  the  Financial 
Aids  Office.   This  was  not  done  and,  in  fact,  the  Financial  Aids  Officer 
stated  that  he  had  no  knowledge  of  who  had  athletic  scholarships  and,  as 
a  result,  relied  upon  the  financial  aid  applications  which  indicated  no 
athletic  scholarships.   In  addition  to  the  foregoing,  some  student/athletes 
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had  written  scholarship  awards  in  their  possession  prior  to  applying  for 
financial  aid  and  most  student/athletes  were  recruited  on  the  basis  of  their 
athletic  ability  and  would  not  be  dropped  from  the  scholarship  list  merely 
because  they  were  unable  to  qualify  for  EOG's. 

The  exact  scholarship  status  of  student/athletes  should  be  known  at 
all  times  by  the  Financial  Aids  Office.   Without  this  information  the 
Financial  Aids  Office  cannot  make  a  meaningful  determination  of  financial 
need.   Consequently,  the  university  should  establish  formal  procedures 
whereby  the  Financial  Aids  Office  is  notified  and  kept  apprised  of  all 
athletic  scholarships. 

RECOMMENDATION 

We  recommend  that  the  university  establish  procedures  whereby  the 

Financial  Aids  Office  is  notified  and  kept  apprised  of  the  nature } 

amount s   and  duration  of  athletic  scholarships . 

Payment  of  EOG's 
As  previously  mentioned,  EOG   awards  are  paid  through  a  document 
referred  to  as  a  "paid  out."  This  document  is  prepared  by  the  Financial 
Aids  Office  and  delivered  to  the  student  at  the  time  of  registration,  i.e., 
once  each  quarter.   The  EOG  paid  out  document  is  a  negotiable  instrument 
except  that  it  can  be  cashed  only  by  the  university.   The  negotiability  of 
the  EOG  paid  out  document  can  be  and  often  is  restricted  by  the  Financial 
Aids  Office,  i.e.,  it  can  be  cashed  only  in  payment  of  items  such  as  fees, 
room,  board,  etc.   In  other  instances,  the  use  of  the  EOG  paid  out  document 
is  unrestricted  in  which  case  the  paid  out  can  be  exchanged  at  the  business 
office  for  currency.   This  is  allowed  under  various  circumstances  such  as 
when  a  student  living  off  campus  needs  the  currency  to  defray  his  expenses. 
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As  a  general  rule,  the  EOG  paid  out  documents  delivered  to  student/ 
athletes  were  restricted  in  that  the  documents  were  marked  with  a  restric- 
tion such  as  "Deposit  with  Earl  Martell  Field  House."  The  presence  of  this 
restriction  meant  that  the  EOG  paid  out  document  (1)  could  not  be  exchanged 
for  cash,  and  (2)  could  only  be  negotiated  through  deposit  with  the  athletic 
department  business  manager. 

The  Financial  Aids  Office  advised  us  that  the  restrictive  language  was 
placed  on  athletic  department  related  EOG's  at  the  long-standing  request 
of  the  athletic  department.   In  this  regard,  the  Financial  Aids  Office 
stated  that  other  university  departments  have  not  requested  restrictions 
such  as  that  used  by  the  athletic  department. 

Athletic  department  officials  advised  us  that  the  restriction  on  EOG 
paid  out  documents  was  wanted  to  insure  that  the  EOG  proceeds  were  properly 
applied  to  educational  expenses  and  not  misused  by  the  student/athlete. 
Athletic  department  officials  also  stated  that  the  EOG's  collected  from 
student/athletes  were  deposited  in  athletic  department  accounts  at  the 
university  business  office  as  repayments  of  scholarships.   We  do  not  be- 
lieve it  was  proper  for  the  athletic  department  to  seek  repayments  of 
scholarships  in  that  a  scholarship  is  a  grant  and  should  not  be  confused 
with  other  forms  of  economic  assistance.   Since  this  was  done,  however,  our 
review  of  the  manner  in  which  EOG's  were  collected  and  deposited  generally 
confirmed  what  the  athletic  department  officials  said,  i.e.,  that  EOG's 
were  deposited  to  athletic  department  accounts  in  a  manner  which  was  indi- 
cative of  a  scholarship  repayment.   However,  several  deficiencies  in  the 
recordkeeping  and  depositing  practices  employed  by  the  athletic  department 
precluded  a  determination  that  all  EOG's  paid  to  student/athletes  were 
actually  collected  and  deposited  by  the  athletic  department.   The  nature 
and  significance  of  these  deficiencies,  which  also  apply  to  the  college 
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work  study  program,  are  discussed  in  a  later  section  of  the  report  under 
Collection  and  Depositing  Procedures. 

The  practice  of  allowing  EOG  paid  out  documents  to  be  delivered  to 
and  handled  by  the  athletic  department,  or  other  departments,  weakens 
internal  control  and  unnecessarily  allows  opportunities  for  misuse  or  di- 
version of  grant  moneys.   In  those  instances  where  EOG's  are  destined  for 
payment  of  educational  expenses  such  as  room,  board,  tuition,  fees,  etc., 
no  need  exists  for  the  departments  to  be  involved.   Since  all  such  trans- 
actions are  accounted  for  by  the  university  Business  Office,  the  application 
of  EOG's  to  educational  expenses  should  be  handled  directly  between  the 
Financial  Aids  Office  and  individual  students  without  the  involvement  of 
the  various  university  departments.   Consequently,  the  university  should 
require  that  EOG's  awarded  for  payment  of  educational  expenses  be  transmitted 
directly  to  the  students  by  the  Financial  Aids  Office. 

BECOMMENDATION 

We  recommend  that  the  university  require  that  EOG's  awarded  for 

the  payment  of  educational  expenses  be  transmitted  directly 

to  students  by  the  Financial  Aids  Office. 

College  Work  Study  Awards 

The  College  Work  Study  program,  hereafter  referred  to  as  the  CWS  program, 
differs  vastly  from  other  forms  of  student  financial  assistance.   Like  the 
EOG  program,  it  is  a  national  program  administered  by  colleges  and  univer- 
sities.  It  differs  in  that  it  is  a  program  based  upon  employment  rather 
than  outright  grants.   The  purpose  of  the  CWS  program  is  to  expand  part- 
time  employment  opportunities  for  students  who  are  In  need  of  such  earnings 
in  order  to  pursue  an  education.   The  employment  opportunities  under  the 
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CWS  program  can  be  with  educational  institutions  such  as  the  university 
or  with  public  organizations  and  private  nonprofit  organizations  in  the 
public  interest. 

The  CWS  program  is  also  different  in  that  it  is  jointly  financed  by 
the  Federal  Government  and  participating  agencies  such  as  the  university 
which  administers  the  program.   At  the  present  time,  80  percent  of  the 
program  money  is  provided  by  the  Federal  Government.   This  80  percent  is 
matched  by  a  20  percent  contribution  from  state  funds.   Although  the  program 
presently  involves  a  80:20  matching  ratio,  the  matching  requirements  have 
varied  over  the  years  as  follows:   90:10  at  the  inception  of  the  program 
in  January  1965,  to  85:15  in  1967,  to  the  present  ratio  of  80:20  in  1968. 

The  payments  by  the  university  in  total  and  the  athletic  department 
in  detail  under  the  CWS  program  since  its  inception  are  presented  in 
Appendix  3  on  page  56. 

The  CWS  program  is  administered  within  the  university  in  much  the  same 
manner  as  the  EOG  program.   The  program  is  administered  by  the  Financial 
Aids  Office,  involves  standard  application  forms  depicting  student  financial 
resources  and  financial  condition,  includes  a  needs  analysis  and  determination 
of  financial  need,  and  results  in  the  issuance  of  a  "Notice  of  Financial  Aid 
Award."   In  contrast  to  the  EOG  program,  however,  payments  under  the  CWS 
program  are  not  made  by  means  of  "paid  outs",  but  rather  are  made  through 
the  periodic  issuance  of  state  payroll  warrants.   A  more  detailed  description 
of  the  CWS  application  and  payroll  process  is  presented  in  Appendix  4  on 
pages  57-59. 

Our  examinations  of  the  athletic  department's  use  of  the  CWS  program 
disclosed  practices  similar  to  those  previously  discussed  with  respect  to 
EOG's.   Specifically,  we  found  that: 

1.   Student/ athletes  awarded  full  ride  athletic  scholarships  were 
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directed  by  the  athletic  department  to  apply  for  CWS  even 
though  their  educational  costs  were  already  met  or  would 
be  met  by  athletic  scholarships. 

2.  CWS  awards  were  made  to  student/athletes  without  disclosure 
or  consideration  of  athletic  scholarships. 

3.  Control  and  supervision  of  student/athlete  work  was  deficient 
to  the  extent  that  there  is  generally  no  assurance  that  work 
was  performed  commensurate  with  compensation  paid. 

4.  The  athletic  department  modified  the  payroll  process  and 
collected  substantial  portions  of  CWS  earnings  as  a  means 

of  attaining  supplementary  financial  benefits  for  the  athletic 
program. 

The  details  of  the  foregoing  findings  are  discussed  in  succeeding 
paragraphs . 

Applications  for  CWS 

The  application  process  for  the  CWS  program  is  basically  the  same  as 
previously  discussed  for  EOG's.   Applications  were  filled  out  by  student/ 
athletes  under  the  guidance  of  athletic  department  officials  during  team 
meetings  and  forwarded  to  the  Financial  Aids  Office  by  the  athletic  depart- 
ment. 

After  receiving  the  applications  for  financial  aid  from  the  athletic 
department  the  Financial  Aids  Office  analyzed  the  financial  needs  and 
determined  the  award  which  in  most  student/athlete  cases  included  a  CWS 
award.   In  accordance  with  instructions  previously  received  from  the 
athletic  department,  the  Financial  Aids  Office  sent  the  notice  of  the  CWS 
award  and  any  subsequent  correspondence  directly  to  the  athletic  department, 

The  end  result  of  the  application  process  used  by  the  athletic  depart- 
ment is  that  student /athletes  applied  for  and  were  granted  CWS  awards  on 
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the  basis  of  applications  which  were  prepared  and  submitted  under  the 
guidance  and  physical  control  of  the  athletic  department.   As  a  consequence, 
there  are  numerous  indications  that  the  student/athletes  did  not  understand 
the  CWS  program,  did  not  realize  they  were  applying  for  CWS,  and  did  not 
know  or  understand  that  a  CWS  award  had  been  made.   The  existence  of  confusion 
in  this  area  is  illustrated  by  the  reaction  of  various  student/athletes  when 
questioned  about  the  applications.   For  example,  a  number  of  the  student/ 
athletes  said  that  they  thought  the  applications  pertained  to  the  athletic 
scholarship  which  they  believed  they  had  been  awarded.   Others  said  they 
believed  they  were  applying  for  a  work  program  in  conjunction  with  the  $15 
incidental  and  $60  book  allowances  provided  under  their  athletic  scholarships. 
The  general  reaction  expressed  by  the  student/athletes  was  that  they  did  not 
know  why  they  filled  out  applications  and  left  certain  answers  incomplete, 
but  that  they  did  so  at  the  direction  of  athletic  department  officials. 

The  fact  that  the  athletic  department  retained  almost  exclusive  control 
over  the  financial  aid  application  process  from  beginning  to  end  was  one  of 
several  factors  which  were  instrumental  in  permitting  the  athletic  department 
to  collect  CWS  program  moneys. 

The  athletic  department's  involvement  in  the  CWS  program  should  be 
limited  to  providing  general  information  to  prospective  applicants  for  the 
CWS  program  and  then  providing  bona  fide  employment  under  the  CWS  program 
for  eligible  students.   The  athletic  department  should  be  involved  in  pro- 
viding specific  information  on  the  CWS  or  other  student  aid  programs  but 
not  in  the  application  and  award  process.   These  matters  should  be  handled 
by  the  Financial  Aids  Office,  which  is  staffed  and  intended  for  such  activities 
In  this  regard,  it  would  be  beneficial  for  an  official  of  the  Financial  Aids 
Office  to  appear  at  team  meetings  to  explain  the  student  aid  programs  and 
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then  deal  individually  with  the  student/athletes  after  that  point  without 
the  involvement  of  the  athletic  department.   Had  this  been  done  in  the  past, 
confusion  about  student  financial  aid  would  have  been  minimized,  student/ 
athletes  would  have  been  fully  informed  of  the  requirements  of  the  CWS 
program,  and  their  financial  needs  would  have  been  determined  in  a  meaningful 
manner . 

RECOMMENDATION 

We  recommend  that  the  Financial  Aids  Office  deal  directly  with 

student /athletes  in  the  administration  of  student  aid  programs 

such  as  the  CWS  program. 

Consideration  of  Athletic  Scholarships 
As  a  general  rule,  athletic  scholarships  were  not  considered  in  the 
determination  of  awards  under  the  CWS  program.   Athletic  scholarships  were 
not  considered  because  the  Financial  Aids  Office  was  not  advised  of  athletic 
scholarships  and  because  the  athletic  department  treated  athletic  scholar- 
ships as  loans  or  advancements  which  were  subject  to  repayment  through  other 
student  aid  programs  such  as  the  CWS  program. 

As  was  the  case  with  applications  resulting  in  EOG's,  our  examination 
of  applications  filed  by  student/athletes  for  the  CWS  program  showed  that 
with  few  exceptions,  the  applications  did  not  disclose  the  fact  that  the 
student/athlete  had  been  awarded  an  athletic  scholarship.   As  was  the  case 
with  EOG's,  specific  questions  on  the  applications  about  scholarships  were 
either  unanswered  or  were  answered  negatively,  meaning  that  the  student/ 
athlete  did  not  have  an  athletic  scholarship.   In  most  instances,  student/ 
athletes  stated  that  they  could  not  recall  why  the  scholarship  questions 
were  unanswered  or  answered  negatively  on  the  applications  for  CWS.   However, 
in  several  instances  the  student/athletes  stated  that  they  were  instructed 
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by  athletic  department  officials  to  leave  the  questions  unanswered.   In 
several  other  instances,  the  student/athletes  attested  to  the  fact  that 
their  signature  on  the  application  was  authentic  but  that  someone  else 
had  filled  out  the  application.   They  could  not  explain  this. 

As  was  the  case  with  EOG's,  athletic  department  officials  stated  that 
student/athletes  were  instructed  to  leave  the  scholarship  questions  unanswered 
because  the  financial  aid  applications  were  required  to  be  submitted  prior  to 
the  time  at  which  athletic  scholarships  were  determined.   Our  examination 
of  this  aspect  disclosed  many  instances  where  athletic  scholarship  agreements 
were  signed  by  the  student/athletes  and  all  other  parties  concerned  including 
the  athletic  department  prior  to  the  time  that  the  applications  were  submitted 
for  CWS.   In  these  instances,  there  was  no  question  as  to  what  the  athletic 
scholarship  was,  yet  it  was  not  disclosed  on  the  application  for  CWS,  as 
illustrated  by  the  following  examples: 

CWS 


Date  of 

Date  of 

Amount 

Student/Athlete 

NCAA  Scholarship 

Application 

of  Award 

Example  A 

2/1/70 

6/8/70 

$1,800 

Example  B 

1/21/69 

6/19/69 

1,200 

Example  C 

2/24/71 

5/26/71 

1,130 

Example  D 

3/6/70 

7/20/70 

1,000 

Example  E 

4/1/70 

5/15/70 

600 

Example  F 

1/14/69 

6/26/69 

1,200 

The  foregoing  illustrates  instances  where  athletic  scholarships  were 
signed  before  financial  aid  applications  were  submitted.   There  are  also 
many  other  instances  where  an  athletic  scholarship  was  signed  in  previous 
years  and  continued  in  succeeding  years  but  was  not  disclosed  on  the  finan- 
cial aid  applications  in  those  years  nor  reported  to  the  Financial  Aids 
Office. 
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Had  it  been  disclosed  on  the  financial  aid  applications  or  reported 
to  the  Financial  Aids  Office  that  the  foregoing  and  other  student/athletes 
had  been  recruited  under  and  were  attending  the  university  on  full  ride 
athletic  scholarships,  the  CWS  awards  would  not  have  been  made.   The  Finan- 
cial Aids  officer  was  asked  to  reevaluate  a  selected  number  of  typical 
financial  aid  applications  submitted  by  student/athletes.   This  reevaluation 
was  to  consider  the  fact  that  the  student/athletes  had  athletic  scholarships 
even  though  none  were  disclosed  on  their  applications  for  financial  aid. 
After  reevaluating  the  applications  and  recomputing  the  financial  need 
considering  athletic  scholarship,  the  Financial  Aids  officer  concluded  that 
none  of  these  student/athletes  would  have  been  granted  the  CWS  award  had 
it  been  known  that  they  had  an  athletic  scholarship. 

The  recommendation  made  on  page  20  of  the  report  with  respect  to 
scholarships  will  serve  to  rectify  the  weaknesses  discussed  above.   Conse- 
quently, no  recommendations  are  made  here. 
Performance  of  Work 

Student  work  under  the  CWS  program  at  the  university  is  supposed  to  be 
carried  out  and  documented  within  an  established  payroll  process.   From 
most  standpoints,  the  CWS  payroll  process  is  integrated  with  the  normal 
university  payroll  process  which  includes  time  sheets,  time  cards,  automatic 
data  processing,  payroll  deductions,  and  payroll  checks  or  warrants.   In  the 
case  of  CWS  employment  the  payroll  process  begins  with  the  finalization  of 
a  CWS  certification  card  which  depicts  the  basic  data  about  the  job  which  the 
student  is  to  perform  under  the  CWS  program,  and  ends  with  the  issuance  of 
a  payroll  warrant  each  month  until  the  student's  CWS  award  is  exhausted. 
This  process  is  presented  in  greater  detail  beginning  with  step  9  of  Appendix 
4  on  page  57  of  this  report. 
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Our  examination  of  the  CWS  payroll  process  in  the  athletic  department 
disclosed  the  following: 

1.  Many  student/athletes  were  assigned  to  tasks  under  the  CWS 
program  which  had  no  correlation  to  the  job  assignments 
approved  by  the  Financial  Aids  Office. 

2.  As  a  general  rule,  the  maximum  number  of  work  hours  were 
submitted  by  the  athletic  department  on  behalf  of  student/ 
athletes  without  assurance  that  the  time  was  actually  worked 
and  on  the  premise  the  (a)  work  had  actually  been  done  in 
past  periods,  or  (b)  would  be  done  in  future  periods. 

3.  Documentation,  control,  and  supervision  of  student/athlete 
work  was  deficient  to  the  extent  that  there  is  generally 
no  assurance  that  work  was  performed  commensurate  with 
compensation  paid. 

Assignment  of  Tasks 

As  previously  mentioned,  the  Financial  Aids  Office  requires  that  all 
students  becoming  employed  under  the  CWS  program  submit  a  CWS  certification 
card  (see  Appendix  6  on  Page  61).   This  card,  which  is  completed  by  the  employing 
department,  specifies  among  other  things,  what   the  employee's  specific  job 
and  duties  will  be  as  well  as  the  commensurate  hourly  wage.   As  described 
in  steps  10  through  14  of  Appendix  4,  the  Financial  Aids  Office  processes 
the  CWS  certification  card  whereupon  it  becomes  the  basis  of  student 
employment  under  the  CWS  program. 

In  analyzing  the  CWS  process  in  the  athletic  department  we  found  that 
it  was  very  common  for  (1)  student/athletes  to  be  compensated  for  jobs 
other  than  those  for  which  they  were  certified  and  (2)  for  student/athletes 
to  work  at  jobs  other  than  those  for  which  they  were  certified  or  for  which 
they  were  compensated. 
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In  the  first  instance,  we  found  many  occasions  where  the  payroll  cards 
submitted  by  the  athletic  department  on  behalf  of  student/athletes  showed  a 
job  assignment  other  than  that  shown  on  the  CWS  certification  card.   Several 
such  instances  are  illustrated  by  the  following  examples: 

Job  Assignment 


Time 

Period 

Student /Athlete  Ending 


Example  A 
Example  B 
Example  C 
Example  D 
Example  E 

Example  F 


10/15/70 

6/15/71 

12/15/71 

10/15/70 

10/15/71 

10/15/71 


Shown  on 
CWS  Card 

Data  Collection 

Assistant  Trainer 

Assistant  Pool  Manager 

Tutor 

Field  Activities 
Supervisor 


Shown  on 
Payroll  Card 

Equipment  Room 

Tutor 

Tutor 

Maintenance 

Audio  Visual 
Assistant  Trainer 


Activities  Supervisor 
Similarly,  in  the  second  instance,  we  found  numerous  instances  where 
student/athletes  had  worked  at  jobs  other  than  those  shown  on  either  the 
CWS  certification  card  or  the  payroll  card  as  illustrated  by  the  following 


Student/Athlete 
Example  A 
Example  B 

Example  C 
Example  D 
Example  E 


Time  Period  Shown  on       Shown  on 
Ending     CWS  Card     Payroll  Card 


4/71 
1/71 

4/71 
2/71 
11/70 


Tutor 


Tutor 


Weight  Room  Weight  Room 
Supervisor   Supervisor 


Tutor 
Tutor 
Tutor 


Tutor 
Tutor 
Tutor 


Actual 
Work 

Equipment  Room 

Basketball 
Press  Box 

Equipment  Room 

Recruiter 

Equipment  Room 


Numerous   student/athletes  stated  that  they  had  not  done  any  work  within 
the  jobs  described  on  the  CWS  certification  cards  or  shown  on  the  monthly 
payroll  cards,  such  as  tutor,  equipment  room  assistant,  and  weight  room 
supervisor.   However,  many  of  them  advised  that  it  was  possible  that  they 
had  done  other  work  in  areas  such  as  campus  recruiting,  running  errands,  etc. 
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Athletic  department  officials  generally  acknowledged  that  student/athletes 
may  not  have  worked  at  the  jobs  designated  on  the  CWS  certification  cards. 
However,  they  contended  that  the  student/athletes  did  work  at  other  jobs 
such  as  handling  baggage  and  assisting  in  practices. 

The  assignment  of  students  to  jobs  other  than  those  for  which  they 
are  certified  makes  the  certification  process  meaningless.  The  purpose 
of  the  CWS  certification  process  is  to  insure  that  the  proposed  work  is 
qualified  under  the  CWS  program,  is  legitimate  and  purposeful  in  nature, 
and  the  proposed  wages  are  commensurate  with  the  work  to  be  done.  Unless 
the  student/athlete  actually  works  within  the  certified  job  assignment, 
the  entire  purpose  of  certification  is  defeated. 

The  certification  process  is  a  necessary  and  desirable  process  and 
university  departments  such  as  the  athletic  department  should  adhere  to 
the  job  assignments  depicted  in  the  certification.   Consequently,  employing 
departments  should  adhere  to  the  job  assignments  set  out  on  the  CWS  certifi- 
cation cards  and  the  university  should  institute  whatever  procedures  necessary 
to  insure  that  student/athletes  are  employed  at  those  job  assignments  for 
which  they  have  been  certified.   In  those  instances  where  the  work  is  to  be 
of  a  general  or  non-specific  nature,  such  a  position  description  could  be 
established  and  certified  by  the  Financial  Aids  Office. 

RECOMMENDATION 

We  recommend  that  the: 

1.      Athletic  department  adhere  to  the  CWS  job  assignments 

depicted  on  the  CWS  certification  cards  or  seek  a  change 

in  the  certification  when  appropriate. 
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2.      University  institute  procedures  to  insure  that  student/ 
athletes  employed  by  the  athletic  department  are  per- 
forming work  in  job  assignments  for  which  they  are 
certified. 

Submission  of  Maximum  Hours 

Because  the  CWS  program  is  a  work  program  oriented  towards  students, 
the  CWS  rules  and  regulations  reflect  certain  criteria  which  are  designed 
to  facilitate  the  work  and  study  aspects  of  the  CWS  program.   For  example, 
Section  509  of  the  College  Work-Study  Program  Manual  published  by  the 
Federal  Government  stipulates  that  "During  periods  of  regular  enrollment  a 
student  may  not  average  more  than  15  hours  of  work  per  week  in  any  academic 
term  (semester,  quarter,  trimester,  etc.)*"  The  university  Financial  Aids 
Office  interpreted  this  requirement  to  mean  that  students  could  not  be  paid 
under  the  CWS  program  for  work  in  excess  of  15  hours  per  week  during  an 
academic  quarter.   Since  the  university  operates  on  a  monthly  payroll  basis, 
this  then  meant  that  students  could  only  be  paid  under  the  CWS  program  for 
about  three  hours  per  day,  five  days  per  week.   This  resulted  in  a  monthly 
limit  or  maximum  number  of  hours  depending  upon  the  number  of  work  days 
each  month.   In  the  pay  period  November  16,  1970,  through  December  15,  1970, 
for  example,  there  were  21  work  days,  resulting  in  a  maximum  of  63  work 
hours  for  that  pay  period  that  CWS  students  could  be  paid  for  under  the  CWS 
program.   An  example  of  a  time  sheet  and  payroll  card  for  this  period  are- 
depicted  at  Appendices  7  and  8  on  pages  62  and  63,  respectively. 

Similar  limits  or  maximums  were  established  and  used  for  the  other 
months  during  the  school  years  with  the  obvious  purpose  of  insuring  «~hat 
excessive  work  was  not  performed  at  the  expense  of  academic  study. 
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Our  examination  of  the  CWS  program  in  the  athletic  department  disclosed 
that  the  program  operated  upon  a  procedure  whereby  the  maximum  number  of 
hours  was  submitted  each  pay  period.   It  was  a  general  policy  within  the 
athletic  department  to  submit  the  maximum  number  of  work  hours  each  pay 
period  without  regard  or  assurance  that  the  time  had  actually  been  worked. 
Examination  of  CWS  payroll  records  for  almost  any  pay  period  from  1967 
through  1971  discloses  that  the  maximum  allowable  hours  were  submitted  for 
nearly  all  of  the  student/athletes  on  the  CWS  program  until  such  time  that 
their  CWS  award  was  exhausted,  at  which  point  no  work  hours  were  submitted. 
The  effect  of  this  policy  of  submitting  the  maximum  number  of  hours  is 
illustrated  by  the  following  table  which  was  prepared  on  the  basis  of 
monthly  pay  cards  such  as  that  depicted  on  Appendix  8  on  page  63. 

Number  of  Student /Athletes 


Maximum 

1970-71 

On  CWS 

With 

Maximum 

With  Less 

No. 

of  Hours 

Monthly  Pay  Periods 

Program 

No.  i 

of  Hours 

Than 

Maximum 

Allowable 

October 

37 

34 

3 

66 

November 

41 

37 

4 

60 

December 

38 

36 

2 

63 

January 

35 

32 

3 

60 

February 

32 

28 

4 

57 

March 

29 

24 

5 

60 

April 

20 

17 

3 

69 

May 

18 

13 

5 

63 

June 

12 

8 

_4 

60 

Total 

262 

229 

33 

Monthly  Average 

29.1 

25.4 

3.7 

The  foregoing  table  shows  that  the  number  of  student/athletes  on  CWS 
each  month,  as  well  as  the  number  having  the  maximum  number  of  work  hours, 
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decreased  towards  the  end  of  the  academic  year.   This  decrease  is  accounted 
for  by  the  fact  that  fewer  student/athletes  were  on  the  CWS  program  and  less 
hours  were  being  worked  primarily  because  CWS  awards  were  being  exhausted. 

The  policy  of  submitting  the  maximum  number  of  work  hours  without 
regard  to  hours  actually  worked  is  also  illustrated  by  changes  which  occurred 
at  the  time  the  controversy  over  the  CWS  program  began.   Prior  to  January 
1972,  the  athletic  department  continued  to  submit  the  maximum  number  of 
work  hours  for  student/athletes  under  the  CWS  program.   As  the  CWS  controversy 
became  evident  in  January  1972,  the  number  of  hours  being  submitted  dropped 
from  an  average  of  over  60  hours  per  pay  period  to  an  average  of  less  than 
31  hours  per  monthly  pay  period.   The  effect  of  this  change  is  illustrated 
by  the  following  table: 
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Hours  By  Pay  Periods  1971-72 


Student/Athlete 
Example  A 
B 
C 
D 
E 
"  F 
G 
H 
I 
J 
K 
L 
M 
N 
0 
P 

Q 

R 
S 

II         rp 

u 

V 
Total 
Average 


Oct,  Nov.  Dec. 
63 
63 
63 


63 
63 
63 
63 

63 
63 
63 
63 
63 
63 
63 

63 
63 

63 
63 
63 
63 
63 


63 
63 
63 
63 
57 
63 
57 
63 
57 
57 
57 
63 
63 
63 
63 
63 
63 
63 
63 
63 
57 
57 


W 
53  ,  S 

J 

C 
0 

N 


83 


63  i 


T 


1 

V 

63  ' 

E 

i 

R 

63 

S 

/ 

Y 

»  : 

63 

B 

E 

63 

C 

A 

63 

M 
E 

63 

63 

E 

I 

>  V 

63 

1 

D 

63 

E 

N 
T 

63 

63 

63 

63 

1134  1344  1400 


63 


61 


64 


Jan.   Feb, 


42 

24 


629 


31 


Mar 


31 

43 

20 

28 

41 

— 

24 

17 

58 

45 

13 

— 

40 

34 

8 

13 

6 

17 

61 

33 

33 

23 

— 

— 

24 

32 

10 

40 

30 

12 

15 

— 

— 

11 

48 

42 

43 

30 

— 

43 

38 

— ._ 

12 
46 


31 


42 


31 

34 

24 

42 

24 

8 

28 

— 

35 

21 

42 

— 

523   318 


23 
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The  reduction  in  the  number  of  work  hours  being  submitted  along  with 
the  pattern  of  maximum  hours  in  prior  periods  illustrates  that  work  hours 
were  being  submitted  without  regard  for  the  time  actually  worked. 

Athletic  department  policy  of  submitting  the  maximum  number  of  work 
hours  was  affirmed  by  the  athletic  department.   The  director  of  the  athletic 
department  stated  that  it  was  the  policy  of  the  athletic  department  to  submit 
the  maximum  number  of  work  hours  and  that  this  policy  began  in  1967  and  con- 
tinued until  January  1972.   He  stated  that  the  policy  was  established  in 
1967  upon  the  advice  of  the  Financial  Aids  officer  at  that  time,  and  that 
the  policy  continued  until  the  controversy  arose  in  December  1971.   The 
athletic  director  indicated  that  it  was  athletic  department  policy  to  sub- 
mit the  maximum  number  of  work  hours  each  pay  period,  and  this  was  generally 
corroborated  by  other  athletic  department  personnel  such  as  coaches  and  the 
student  personnel  who  kept  the  CWS  time  records  in  the  athletic  department. 

Athletic  department  officials  advised  us  that  the  practice  of  submitting 
the  maximum  number  of  work  hours  descended  in  part  from  the  fact  that  student/ 
athletes  were  limited  to  15  hours  per  week.   This  limitation  posed  unique 
problems,  according  to  officials,  at  those  times  when  student/athletes 
were  engaged  in  sports  activities  such  as  football.   In  those  instances 
student/athletes  were  unable  to  perform  much  work  because  of  participation 
in  addition  to  regular  classloads  and,  as  a  consequence,  could  not  receive 
monthly  CWS  payment.   After  the  season,  however,  most  student/athletes  had 
a  lot  of  time  available  for  CWS  work,  but  were  limited  by  the  15-hour  rule. 
Because  of  this  situation,  the  athletic  department  submitted  the  maximum 
number  of  hours  each  pay  period  on  the  premise  that  the  student/athletes 
would  either  perform  the  work  in  future  periods  or  would  have  already  per- 
formed the  work  in  past  periods.   This  practice  was  referred  to  by  the 
athletic  department  as  "banking"  of  time. 
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Although  the  athletic  department  referred  to  banking  as  being  a 
deliberate  procedure  used  for  convenience  sake,  there  were  no  records 
to  document  or  demonstrate  that  the  time  submitted  was  actually  worked. 
It  is  impossible  to  determine  from  the  records  if,  when,  and  how  much  time 
student/athletes  on  CWS  worked.   The  records  merely  show,  as  illustrated 
by  Appendices  7  and  8,  that  the  maximum  number  of  work  hours  were  submitted 
each  monthly  pay  period.   Most  of  the  payroll  cards,  including  those  shown 
at  Appendix  8,  were  not  signed  by  an  athletic  department  official,  but  rather 
were  stamped  with  a  facsimile  signature  by  the  student  employees  who  kept 
the  time  records. 

Banking,  as  practiced  by  the  athletic  department,  is  precluded  by  the 
CWS  rules  and  regulations  and  The  Fair  Labor  Standards  Act  of  1938.   Section 
808  of  the  College  Work  Study  Manual  specifically  provides  that  time  records 
showing  hours  worked  per  day  must  be  maintained  for  each  student  employed 
under  the  CWS  program  and  that  these  records  must  contain  certification  to 
the  fact  that  the  work  was  performed  in  a  satisfactory  manner.   Neither  of 
these  requirements  were  met  by  the  athletic  department. 

Similarly,  regulations  issued  pursuant  to  The  Fair  Labor  Standards  Act 
of  1938  (29  C.F.R.  516.2)  specifically  require  employers  to  maintain  records 
which  show  the  hours  worked  each  workday  and  total  hours  each  work  week. 
Again,  in  this  instance,  the  recordkeeping  requirements  were  not  met  by  the 
athletic  department  which,  as  part  of  the  university,  is  subject  to  The 
Fair  Labor  Standards  Act. 

Aside  from  the  foregoing  requirements,  accurate  payroll  records  are 
necessary  from  the  standpoint  of  accepted  and  sound  business  practice.   If 
the  records  do  not  actually  show  what  they  purport  to  show,  i.e.,  hours 
and  days  worked,   the  records  serve  little  purpose.   The  records  should  be 
kept  and  they  should  be  kept  in  a  manner  which  is  an  accurate  reflection  of 
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what  transpired.   We  have  been  informed  that  standard  procedures  now  exist 
under  the  CWS  program  which  require  that  only  the  actual  hours  worked  be 
shown  on  payroll  cards  and  that  these  cards  must  be  certified  by  both  the 
employer  and  student  employee.   While  this  may  now  be  a  practice,  the  follow- 
ing recommendations  are  in  order. 

RECOMMENDATION 

We  recommend  that  the  university  require  that  all  time  sheets  and 
payroll  cards  used  in  conjunction  with  the  CWS  program: 

1.  Show  only  actual  time  worked  by  hour  and  day. 

2.  Reflect _,  as  a  precondition  of  processing  and  payment, 
certification  by  both  employer  and  student  employees 
that  the  time  shown  was  actually  worked  in  a  satis- 
factory manner. 

Documentation,  Control,  and  Supervision  of  Work 

Work  is  the  essence  of  the  CWS  program.   This  is  obvious  from  the  en- 
abling federal  legislation  (Public  Law  89-329)  which  refers  in  frequent 
instances  to  the  term  "employment."   Similarly,  the  CWS  rules  and  regulations 
(45  C.F.R.  175)  consistently  refer  to  the  term  "work,"  while  the  admini- 
strative regulations  issued  by  the  Federal  Government  not  only  refer  to 
the  concepts  of  employment  and  work  but,  in  addition,  prescribe  the  specific 
procedures  necessary  to  establish  and  govern  work  under  the  CWS  program. 
As  a  result,  there  is  no  question  that  the  performance  of  work  is  basic 
to  the  CWS  program.   Not  only  is  such  obvious  from  the  provision  of  law 
and  regulation,  but  it  is  also  reasonable  and  generally  accepted  that  wages 
are  paid  for  work  performed. 

Nevertheless,  our  examination  of  the  CWS  program  in  the  athletic  de- 
partment disclosed  that  the  documentation,  control,  and  supervision  of 
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work  performed  by  student/athletes  was  deficient  and  that  as  a  general 
rule  there  is  no  assurance  that  work  was  performed  commensurate  with  compen- 
sation paid  under  the  CWS  program. 

We  found  that  the  availability  of  CWS  funds  was  treated  as  an  oppor- 
tunity for  the  athletic  department  to  obtain  additional  sources  of  financing 
for  the  athletic  program.   This  was  accomplished  by  recruiting  athletes  on 
the  bases  of  athletic  scholarships,  qualifying  them  for  the  CWS  program 
under  confusing  and  unclear  circumstances,  assigning  them  to  jobs  which 
had  no  correlation  to  actual  work,  and  by  submitting  the  maximum  number 
of  allowable  work  hours  each  month.   Consequently,  the  question  of  whether 
or  not  student/athletes  actually  worked  is  a  controversy  which  could  have 
been  avoided  through  a  proper  system  of  documentation,  control,  and  super- 
vision of  work  under  the  CWS  program. 

There  are  indications  that  work  was  not  performed  as  shown  on  the  pay- 
roll records.   Many  student/athletes  were  not  assigned  to  those  jobs  for 
which  they  were  certified,  and  many  student/athletes  were  paid  for  work 
recorded  as  being  performed  under  circumstances  such  as  team  trips.   It 
is  also  acknowledged  by  the  athletic  department  that  the  maximum  number 
of  work  hours  were  routinely  submitted  under  the  CWS  program  without  any 
demonstrable  assurance  that  the  time  was  actually  worked.   In  addition,  the 
number  of  work  hours  being  submitted  by  the  athletic  department  dropped 
significantly  when  the  CWS  audit  and  investigation  began,  a  change  which 
illustrates  that  previous  recorded  hours  were  not  correlated  to  actual 
hours  worked. 

Some  student/athletes  stated  that  they  either  (1)  did  no  work  at  all 
under  the  CWS  program,  or  (2)  did  not  work  as  much  as  depicted  in  the  pay- 
roll records.   In  many  instances  student/athletes  stated  that  they  did  not 
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know  they  were  being  paid  under  the  CWS  program  and  did  not  know  anyone  was 
submitting  work  hours  on  their  behalf.   In  one  instance,  for  example,  a 
student /athlete  stated  that  he  was  required  to  work  and  did  limited  work 
for  only  the  book  and  incidentals  allowance  provided  under  his  athletic 
scholarship.   He  stated  that  he  was  never  given  any  job  assignments  as  a 
tutor,  which  was  the  job  assignment  shown  on  his  CWS  certification  card, 
and  that  he  did  not  know  that  time  was  being  submitted  by  anyone  on  his 
behalf.   In  the  case  of  this  student/athlete,  the  payroll  records  show 
that  he  started  on  the  CWS  program  in  October  1967,  and  that  the  maximum 
number  of  work  hours  were  submitted  under  the  CWS  program  on  his  behalf 
from  October  1967,  through  June  1968.   This  student/athlete  not  only  dis- 
closed that  he  was  unaware  of  the  fact  that  time  was  being  submitted  on 
his  behalf,  but  also  that  he  had  done  none  of  the  work  shown  on  the  CWS 
payroll  documents  and,  in  fact,  had  graduated  and  left  the  university  in 
March  1968.   Consequently,  he  could  not  have  performed  the  work  shown  in 
the  April,  May,  and  June  1968  payroll  cards.   With  respect  to  these  three 
months,  the  student/athlete  stated  that  he  was  not  at  school  and  did  not 
do  any  of  the  work  or  earn  any  of  the  CWS  money. 

The  foregoing  example  is  not  unique  in  that  several  other  instances 
exist  where  the  student/athletes  were  gone  from  school,  yet  work  hours  were 
submitted  under  the  CWS  program  on  their  behalf.   By  and  large,  however, 
most  of  the  student/athletes  were  present  at  the  university  during  the 
periods  for  which  work  hours  were  submitted  on  their  behalf.   In  some 
of  these  instances  student/athletes  stated  they  had  not  done 
any  or  very  little  work  while  at  the  university  and  that  they  were  not  aware 
of  work  hours  being  submitted  on  their  behalf. 

For  example,  one  student/athlete  examined  payroll  cards  submitted  on 
his  behalf  during  the  period  of  October  1970,  through  March  1971,  and  stated 
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that  he  did  no  work  at  all,  even  though  the  payroll  cards  showed  over  the 
maximum  number  of  hours  each  month  for  a  total  of  366  hours,  representing 
pay  of  $823.50.   In  this  case  the  student/athlete  said  the  payroll  cards 
were  incorrect. 

In  all,  eight  student/athletes  specifically  stated  that  they  had  not 
performed  any  of  the  work  reflected  on  the  CWS  payroll  records  submitted 
on  their  behalf.   In  addition,  17  other  athletes  stated  that  although  they 
had  done  some  work  for  books  and  incidentals,  they  had  not  performed  most 
of  the  work  reflected  on  the  CWS  payroll  records. 

Student/athletes  interviewed  generally  expressed  the  view  that 

work  within  the  athletic  department  pertained  solely  to  the  athletic  scholar- 
ship allowances  of  $60  per  year  for  books  and  $15  per  month  for  incidentals 
(see  Appendix  2  on  page  55).   They  stated  that  work  for  these  allowances 
was  optional  and  that  they  had  to  work  only  if  they  wanted  the  allowances. 
Their  statements  were  corroborated  to  a  certain  extent  by  various  records 
in  the  athletic  department.   At  one  time,  for  example,  the  athletic  depart- 
ment kept  two  sets  of  time  sheets,  one  which  was  identified  as  pertaining 
to  a  work  program  and  the  other  identified  as  pertaining  to  the  CWS  program. 
In  the  first  instance,  i.e.,  work  program,  the  time  sheets  showed  a  small 
number  of  hours,  usually  sufficient  to  result  in  earnings  of  no  more  than 
$15  per  month  for  incidentals  and  $60  per  year  for  books.   In  the  other 
instance,  i.e.,  CWS  time  sheets,  the  time  sheets  generally  showed  the 
maximum  number  of  hours  allowed  under  the  CWS  program  as  previously  dis- 
cussed.  Consequently,  it  appeared  that  the  athletic  department  was  keeping 
a  record  of  work  program  hours  worked  for  purposes  of  the  book  and  incidental 
allowances,  and  at  the  same  time  it  was  submitting  the  maximum  number  of 
work  hours  under  the  CWS  program. 
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Athletic  department  officials  stated  that  student/athletes'  work  time 
under  the  CWS  program  was  banked,  as  discussed  in  preceding  paragraphs,  and 
that  many  of  the  student/athletes  had  performed  work  without  realizing  it. 
In  addition,  several  student/athletes  stated  that  work  was  performed  for 
pay  received.   Even  in  these  instances,  there  appeared  to  be  a  degree  of 
confusion  and  unawareness  of  the  CWS  program  on  behalf  of  the  student/ 
athlete.   For  example,  one  student/athlete  expressed  surprise  when  he 
recently  learned  that  work  hours  were  being  submitted  on  his  behalf  and 
without  his  knowledge  during  the  months  of  1971-72.   In  this  case,  the 
student/athlete  was  on  a  full  ride  athletic  scholarship  and  was  not  to 
his  knowledge  on  the  CWS  program  even  though  the  records  showed  he  was . 

The  manner  in  which  the  CWS  program  was  operated  by  the  athletic 
department  is  best  typified  by  the  following  example  of  an  outstanding 
student/athlete  who  was  recruited  on  the  basis  of  a  full  ride  scholarship. 
This  scholarship,  which  is  much  sought  after,  was  awarded  not  only  on  the 
basis  of  athletic  ability  but  also  on  the  basis  of  academic  standing  in 
high  school.   The  scholarship  was  awarded  to  the  student/athlete  with  the 
understanding  that  it  was  for  a  term  of  four  years  and  that  no  work  or 
repayment  was  required. 

Subsequent  to  receiving  the  scholarship,  the  student/athlete  received 
application  forms  in  the  mail  which  he  and  his  parents  filled  out  and  sent 
back  to  the  athletic  department.   Shortly  thereafter,  they  received  another 
set  of  the  same  application  forms  along  with  a  memo  from  the  athletic 
department  directing  them  to  re-do  the  application  forms  but  this  time 
leaving  certain  questions  unanswered.   The  student/athlete  stated  that 
he  did  as  directed  and  mailed  the  forms  back.   In  this  regard,  examination 
of  the  application  disclosed  that  it  was  an  application  for  CWS  and  that 
the  scholarship  questions  were  the  only  questions  which  were  blank  or 
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unanswered.   In  addition,  it  was  disclosed  that  the  student/athlete  was 
enrolled  under  the  CWS  program  and  that  work  hours  were  submitted  on  his 
behalf  and  without  his  knowledge.   Furthermore,  the  student /athlete  examined 
the  payroll  time  cards  and  stated  that  he  had  not  worked  the  hours  shown 
thereon  and  had  not  received  any  more  than  his  incidental  and  book  allowances 
of  $15  and  $60. 

It  is  evident  in  view  of  conflicting  information  that  work  under  the 
CWS  program  may  not  have  been  performed  commensurate  with  compensation  paid. 
The  records  are  inadequate  to  resolve  the  issue  and  this  illustrates  the 
need  for  a  proper  system  of  work  documentation,  control,  and  supervision. 
There  should  be  no  question  that  work  was  performed  for  compensation  received, 
The  records  should  show  it  without  question  and  the  work  supervision  and 
control  system  should  provide  for  it. 

RECOMMENDATION 

We  recommend  that  the  university  establish  a  system  to  control 

and  supervise  work  performed  by  student /athletes  to  insure 

that  work  is  commensurate  with  compensation. 

COLLECTION  AND  HANDLING  OF  CWS  AND  EOG  PROCEEDS 

Our  examination  of  the  CWS  and  EOG  programs  in  the  athletic  department 
disclosed  that  since  the  inception  of  the  CWS  and  EOG  programs,  the  athletic 
department  has  since  1967  collected  and  retained  at  least  $227,000  in  CWS 
and  EOG  proceeds  paid  to  student/athletes.   Deficiencies  in  the  procedures 
and  records  used  by  the  athletic  department  to  account  for  CWS  and  EOG  money 
collected  from  student/athletes  preclude  a  determination  with  any  certainty 
that  all  money  collected  from  student/athletes  was  redeposited  in  the  uni- 
versity treasury.   The  following  paragraphs  present  our  findings  in  detail. 
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Basis  for  Collection  of  CWS  and  EOG  Proceeds 

During  the  course  of  our  examination,  athletic  department  officials 
contended  that  athletic  scholarships  were  not  true  scholarships,  but  rather 
were  advances  or  loans  made  without  interest  by  the  athletic  department. 
The  officials  contend  that  the  advances  or  loans  were  subject  to  repayment 
if  and  when  the  student/athletes  qualified  for  financial  aid  programs  such 
as  CWS  and  EOG's.   In  those  instances  where  a  student/athlete  did  not  qualify 
for  CWS  or  EOG's  or  qualified  to  a  limited  extent,  the  athletic  scholarship 
was  considered  to  be  an  outright  grant. 

Requirements  that  student/athletes  pay  back  or  rebate  amounts  as  a 
precondition  of  participation  in  the  CWS  program  is  precluded  by  the  federal 
regulations  governing  the  CWS  program.   In  this  connection,  the  U.  S.  Code 
of  Federal  Regulations,  Title  45,  Part  175.10,  specifically  prohibits  employers 
from  soliciting  or  permitting  to  be  solicited:   (1)  fees;  (2)  dues  of  any  kind; 
(3)  compensation  of  any  kind;  (4)  a  commission  of  any  kind;  or  (5)  a  gift  or 
gratuity  of  any  kind  as  a  condition  or  prerequisite  for  CWS  employment. 

The  rebate  or  payback  of  CWS  earnings  is  also  specifically  prohibited 
by  federal  regulations  issued  pursuant  to  the  Fair  Labor  Standards  Act  of 
1938.   Title  29,  U.  S.  Code  of  Federal  Regulations,  Part  531.35,  stipulates 
that  wages  must  be  paid  free  and  clear  and  that  repayments  of  part  or  whole 
wages  whether  directly  or  indirectly  are  prohibited. 

Consequently,  any  requirement  that  student/athletes  rebate  or  pay  back 
part  of  their  CWS  earnings  as  a  condition  or  prerequisite  to  enrollment  under 
the  CWS  program  is  precluded  by  federal  regulations. 

As  previously  discussed,  student/athletes  had  no  knowledge  that  their 
athletic  scholarships  were  advances  or  loans  subject  to  repayment.   There 
were  no  requirements  that  interest  be  paid  and  there  were  no  promissory 
notes  or  any  other  documents  indicating  that  an  advance  or  loan  had  been 
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made.   There  were  no  records  to  indicate  how  much  had  been  advanced  or 
loaned  by  the  athletic  department,  how  much  had  been  collected  over  the 
years,  and  how  much  remained  uncollected. 

At  the  outset  of  the  investigation  and  audit  in  January  1972,  however, 
an  attempt  was  made  to  formally  recognize  and  record  as  accounts  receivable 
in  the  university  accounts,  those  amounts  which  purportedly  had  been  ad- 
vanced or  loaned  by  the  athletic  department.   As  a  part  of  this  process, 
the  university  internal  auditor  confronted  each  of  the  student/athletes 
having  athletic  scholarships  and  requested  them  to  acknowledge  the  fact 
that  they  owed  the  university  amounts  ranging  from  about  $4  to  in  excess 
of  $800  as  a  result  of  amounts  "advanced  or  loaned"  on  their  behalf  by  the 
athletic  department.   According  to  the  internal  auditor,  all  of  the  student/ 
athletes  expressed  surprise  that  they  owed  anything  since  it  was  their  under- 
standing that  they  were  on  full  ride  athletic  scholarships.   Nevertheless, 
the  student/athletes  tentatively  agreed  to  repay,  without  interest,  the 
amounts  and,  as  a  result,  $10,443  was  recorded  as  athletic  accounts  receivable 
in  the  university  records  in  February  1972.   Since  that  time,  about  one-half 
of  the  amount  recorded  as  athletic  accounts  receivable  has  been  collected 
and  deposited  from  CWS  earnings  by  the  University  Business  Office.   The  re- 
maining amounts,  totaling  about  $6,800,  have  been  written  off  as  athletic 
scholarship  expense  with  the  exception  of  two  remaining  accounts  totaling 
$782. 

Although  athletic  accounts  receivable  were  set  up  for  athletic  scholar- 
ships in  1971-72,  no  such  accounts  have  been  established  since  that  time. 
As  a  consequence,  what  the  athletic  department  purportedly  considered  to 
be  loans  or  advances  for  over  five  years  are  no  longer  recorded  as  such. 

The  contention  that  CWS  and  EOG  proceeds  were  collected  in  repayment 
of  athletic  scholarships  is  inconsistent  from  the  standpoint  that  student/ 
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athletes  not  on  athletic  scholarships  were  required  to  rebate  a  portion 
of  their  CWS  earnings  to  the  athletic  department.   Athletic  department 
officials  stated  that  student/athletes  were  required  to  rebate  the  money 
because  the  athletic  department  could  not  afford  to  participate  in  the  CWS 
program  unless  it  was  able  to  collect  back  all  or  most  of  its  20  percent 
contribution. 

Aside  from  the  absence  of  evidence  supporting  the  loan  or  advance 
concept,  the  contention  that  the  collections  were  repayments  of  scholar- 
ships is  also  inconsistent  in  that  the  requirement  that  the  scholarship  be 
repaid  apparently  applied  only  to  economically  deprived  student/athletes 
and  did  not  apply  to  wealthy  student/athletes.   In  our  opinion,  it  is 
inconceivable  that  outstanding  athletes  would  come  to  the  university  under 
a  scholarship  which  required  them  to  work  three  hours  per  day,  five  days 
per  week,  throughout  the  academic  year,  when  other  competitive  universities 
were  offering  NCAA  full  ride  athletic  scholarships  without  such  work  require- 
ments.  As  a  consequence,  it  is  difficult  to  envision  that  genuine  loans  or 
advances  existed.   If  this  were  the  case,  or  becomes  the  case  in  the  future, 
the  loans  should  be  formally  executed,  recorded  in  the  university  records, 
and  accounted  for  in  the  same  manner  as  accounts  and  notes  receivable  now 
administered  by  the  university. 

RECOMMENDATION 

We  recommend  that  any  and  all  loans  or  advances  between  student/ 
athletes  and  the  university  be  formally  executed,   recorded,   and 
accounted  for  in  the  same  manner  as  other  university  accounts 
and  notes  receivable. 
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Collection  and  Deposit  Procedures 

Our  audit  of  the  athletic  department  records  showed  that  $227,812  in 
CWS  and  EOG  proceeds  were  collected  from  student/athletes  by  the  athletic 
department  and  deposited  to  athletic  department  accounts  in  the  university 
treasury.   The  amount  of  $227,812  was  verified  by  an  audit  and  reconcilia- 
tion of  athletic  department  and  university  business  office  records  through 
January  31,  1972.   In  contrast  to  this  amount,  some  university  records  show 
that  $237,864  had  been  collected  and  deposited.   The  amounts  differ  by 
$10,052  as  a  result  of  different  cutoff  dates  and  adjustments.   The  $227,812 
is  reliable  in  that  it  has  been  determined  on  the  basis  of  records  which 
were  analyzed  and  verified.   A  breakdown  of  the  $227,812  by  year  is  as 
follows : 

Amount  Verified 


Fiscal  Year 

As 

to 

Collection  &  Deposit 

1967-68 

$  51,644 

1968-69 

•* 

72,638 

1969-70 

53,266 

1970-71 

38,484 

1971-72 

11,780 

Total 

$227^812 

We  found  that  the  money  collected  from  student /athletes  came  from  two 
sources,  namely  EOG  paid  outs  and  CWS  payroll  warrants.   In  the  case  of 
EOG's,  student/athletes  turned  the  paid  outs,  which  are  described  on  page 
20  of  this  report,  over  to  the  business  manager  of  the  athletic  department. 
The  business  manager  endorsed  them  and  deposited  them  in  the  university 
treasury  to  athletic  department  accounts.   Because  of  the  manner  in  which 
deposits  were  made,  a  determination  cannot  be  made  as  to  the  total  amount 
of  EOG's  collected  and  deposited.   Consequently,  the  records  do  not  show 
how  much  of  the  $227,812  was  derived  from  EOG's. 
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The  second  source  of  collections  was  CWS  payroll  warrants.   It  was  a 
uniform  practice  throughout  the  university,  except  for  the  athletic  depart- 
ment, for  payroll  warrants  to  be  mailed  to  the  employees  each  month  by  the 
university  Business  Office.   In  the  case  of  the  athletic  department,  however, 
CWS  payroll  warrants  were  delivered  as  a  group  directly  to  the  athletic 
department.   The  manner  in  which  the  CWS  checks  were  cashed  and  deposited 
is  a  complex  and  involved  process  which  is  described  in  detail  in  Appendix  9 
on  page  64.   Generally,  however,  CWS  payroll  warrants  were  endorsed  by  student/ 
athletes  and  given  back  to  the  athletic  department  in  exchange  for  cash.   The 
amount  of  cash  which  the  student/athlete  received  was  generally  substantially 
less  than  the  amount  of  the  CWS  payroll  warrant  because  the  athletic  depart- 
ment would  not  permit  student/athletes  to  receive  more  than  that  allowed  by 
the  NCAA  ($15  per  month  for  incidentals  and  $60  per  year  for  books — see 
Appendix  2) . 

The  money  remaining  over  and  above  that  given  the  student/athletes  each 
month  was  periodically  deposited  along  with  endorsed  EOG's  by  the  athletic 
department  to  athletic  department  accounts  in  the  university  treasury  where 
it  again  became  available  for  expenditure. 

Although  there  is  no  question  that  the  $227,812  verified  by  our  audit 
was  deposited,  there  is  no  way  to  determine  whether  all  the  money  collected 
was  deposited.   This  is  impossible  because: 

1.  Certain  of  the  documents  used  by  the  athletic  department 
to  record  amounts  collected  had  been  misplaced  and  have 
not  been  located. 

2.  Cash  payments  were  made  from  the  proceeds  collected  by  the 
athletic  department  prior  to  deposit. 

3.  The  athletic  department  did  not  list  the  items  being  deposited 
and  did  not  deposit  promptly  or  intact. 
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Each  of  the  foregoing  items  are  deficiencies  which  preclude  conclusive 
determination  that  all  money  collected  was  deposited. 

In  the  first  instance,  pay  distribution  sheets,  the  basic  documents 
used  by  the  athletic  department  to  record  and  account  for  student/athlete 
CWS  payroll  warrants,  were  missing  for  the  months  of  April  and  May  1971. 
Consequently,  it  could  not  be  determined  what  CWS  payroll  warrants  had  been 
received  by  the  athletic  department  during  those  two  months  and  what  the 
disposition  of  those  CWS  payroll  warrants  was. 

Secondly,  we  found  that  various  and  sundry  cash  payments  were  made  from 
the  proceeds  collected  by  the  athletic  department  prior  to  deposit.   In 
some  instances,  annotations  of  these  payments  were  made  on  the  pay  distri- 
bution sheets,  while  in  other  instances  no  annotations  were  made  but  rather 
a  separate  slip  of  paper  was  written  upon.   For  example,  we  found  that  cash 
payments  were  made  in  15  different  instances  for  taxes.   That  is,  $997  was 
paid  to  student/athletes  who  had  to  pay  income  taxes  on  the  money  which  they 
were  supposed  to  have  received  under  the  CWS  program.   Only  eight  of  these 
payments  (for  $602)  were  recorded  on  the  pay  distribution  sheets.   The  re- 
maining seven  payments  were  not  recorded  on  the  pay  distribution  sheets  but 
rather  were  recorded  on  small  slips  of  paper  kept  in  another  file.   Cash 
payments  were  also  made  for  bookstore  and  telephone  bills  and  monthly  inci- 
dental payments  to  student/athletes  who  did  not  receive  a  CWS  payroll  warrant. 
The  possibility  exists  that  additional  but  unrecorded  payments  may  have  been 
made  in  a  similar  manner.   As  a  result,  there  is  no  assurance  that  all  money 
collected  was  deposited. 

Lastly,  deposits  made  by  the  athletic  department  did  not  show  the  nature 
and  individual  amounts  of  items  being  deposited.   Consequently,  EOG's  and 
CWS  proceeds  could  not  be  segregated  or  correlated  to  specific  student/athletes, 
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Furthermore,  deposits  were  not  made  immediately  but  were  often  delayed  and 
some  items  were  held  over  and  deposited  in  succeeding  periods.   As  a  con- 
s' ^  ence,  the  amounts  shown  as  being  collected  on  the  pay  distribution 
sheets  could  not  be  correlated  with  the  amounts  deposited. 

Regardless  of  the  source  of  receipts  in  the  athletic  department,  proper 
cash  handling  and  depositing  procedures  should  be  followed.   Deposits  should 
be  promptly  made  intact  with  the  items  of  deposit  listed  on  the  deposit  docu- 
ments.  In  addition,  the  ticket  change  fund  used  to  cash  CWS  payroll  warrants, 
as  discussed  in  Appendijc  9,  was  not  proper.   The  purpose  of  the  change  fund 
is  for  making  change  in  conjunction  with  ticket  sales.   It  should  not  be  used 
as  an  imprest  or  petty  cash  fund  unless  the  university  determines  that  such 
a  fund  is  needed  and  authorizes  it. 

RECOMMENDATION 

We  recommend  that  the  university: 

1.  Examine  the  purpose  and  use  of  the  ticket  office  change 
fund  and  restrict  its  use  to  the  purpose  for  which  it  was 
intended j   or  modify  the  fund  appropriately . 

2.  Insure  that  proper  cash  handling  and  depositing  procedures 
are  followed  by  the  athletic  department. 

FINANCIAL  BENEFITS  TO  ATHLETIC  PROGRAM 

Use  of  the  CWS  and  EOG  programs  as  described  in  preceding  paragraphs 
provided  direct  financial  benefits  and  advantages  to  the  athletic  program. 
These  benefits  are  summarized  as  follows: 

1.  Collection  and  handling  of  proceeds  which  included  cash  pave 
the  athletic  department  a  convenient,  unconventional  and  re- 
latively unaccountable  means  of  ready  cash  for  items  such  as 
taxes,  student  telephone  bills,  etc. 
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2.  The  accounting  treatment  accorded  CWS  and  EOG  collections 
resulted  in  the  athletic  department  reflecting  athletic 
scholarships  in  the  financial  records  which  were  signifi- 
cantly less  than  the  actual. 

3.  The  collection  and  deposit  of  CWS  and  EOG  payments  made 
those  moneys  available  for  re-expenditure  by  the  athletic 
department. 

4.  The  availability  of  CWS  and  EOG  moneys  enabled  the  athletic 
department  to  supplement,  and  to  a  certain  extent  supplant, 
moneys  previously  used  for  athletic  scholarships. 

The  availability  of  ready  and  relatively  unaccountable  cash  is  signi- 
ficant primarily  from  the  standpoint  that  unrecorded  cash  represents  a 
weakness  in  internal  control,  and  it  is  an  advantage  generally  not  avail- 
able to  other  university  departments  which  must  use  the  claim/check  process 
for  such  expenditures. 

Until  the  1971-72  fiscal  year,  the  accounting  treatment  practiced  by 
the  athletic  department  failed  to  disclose  the  full  cost  of  athletic  scholar- 
ships.  The  use  of  negative  expenditures  such  as  the  scholarship  reimbursement 
accounts  used  by  the  athletic  department  resulted  in  a  netting  effect  so  that 
the  gross  or  full  cost  of  athletic  scholarships  was  reduced  by  the  negative 
expenditures.   The  resulting  net  amount,  as  reported  in  the  university's  annual 
financial  reports  as  athletic  scholarships,  was  considerably  less  than  actual. 
For  example,  in  1968-69,  the  annual  report  showed  $89,098  as  scholarship 
expenditures,  whereas  the  university  records  show  the  actual  was  $160,874. 
The  difference  consists  of  scholarship  reimbursement  collections.   The  uni- 
versity's annual  report  for  1971-72,  showed  the  scholarship  amounts  on  a 
gross  basis  for  the  first  time. 

The  collection  and  deposit  of  CWS  and  EOG  payments  made  them  available 
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to  the  athletic  department  for  re-expenditure  in  that  the  money  was  initially 
spent  and  recorded  as  wages  and  grants.   The  availability  of  CWS  and  EOG 
money  enabled  the  athletic  department  to  supplement  money  previously  used 
for  athletic  scholarships.   This  can  be  illustrated  by  the  following  table 
which  shows  the  university  was  able  to  maintain  near  the  maximum  number  of 
athletic  scholarships  allowed  by  the  conference  almost  every  year  since  the 
inception  of  the  CWS  and  EOG  programs. 


Number 

of  FGE 

s* 

Conference 

Limit 

U  of  M 

110 

89.6 

110 

102.8 

110 

103.0 

110 

95.0 

110 

106.5 

110 

106.1 

Year 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

*FGE  refers  to  Full  Grant  Equivalent,  i.e.,  room,  board, 
tuition,  fees,  books,  and  incidentals. 

While  athletic  scholarships  were  maintained  at  a  high  level  supplemented 
by  CWS  and  EOG  money,  there  are  indications  that  the  availability 

of  CWS  and  EOG  money  may  have  allowed  other  moneys  normally  used  for  athletic  scholar- 
ships to  be  replaced  or  supplanted.   These  indications  result  from  an  analysis 
of  budgetary  data.   For  example,  the  university  records  show  that  in  1966-67, 
$103,673  was  expended  on  athletic  scholarships  and  that  no  scholarship  reimbursements 
were  collected.   The  records  show  that  for  1967-68,  $102,740  was  budgeted  without  any 
consideration  of  scholarship  reimbursements.   However,  scholarship  reimbursements 
began  being  collected  that  year  and  for  1968-69,  only  $85,815  was  budgeted  for 
athletic  scholarships  from  regular  revenue  sources.  An  additional  $14,000  was 
budgeted  from  scholarship  reimbursements.   The  reduced  level  of  budgeting  from 
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regular  revenue  sources  continued  in  1969-70  when  $90,765  was  budgeted  from 
regular  sources  and  $38,650  from  scholarship  reimbursements,  and  in  1971-72 
when  the  budgeted  amounts  were  $100,032  and  $48,300  respectively. 

Proper  cash  collection  and  accounting  procedures  would  have  averted  the 
basis  for  the  foregoing  comments  and  resulted  in  proper  recognition  and  disclosure 
of  scholarship  transactions.   Effective  implementation  of  recommendations  made 
in  previous  sections  will  serve  to  correct  the  cash  handling  procedures.   In 
the  case  of  accounting  treatment,  scholarship  costs  should  be  accounted  for 
and  shown  on  a  gross  basis  so  that  the  actual  costs  of  scholarships  is  shown. 
Negative  charges  to  the  scholarship  accounts  should  not  be  recorded  unless  there  has 
been  an  actual  cancellation  of  a  previously  recorded  scholarship  cost  in 
which  case  a  reversing  entry  is  appropriate. 

RECOMMENDATION 

We  recommend  that: 

1.  All  athletic  department  payments  to  student /athletes  be  made 
within  the  established  warrant  process. 

2.  Scholarship  expenditures  be  recorded  and  shown  on  a  gross 
basis  in  the  university  's  accounting  records  and  annual 
financial  reports. 

FINAL  COMMENTS 

We  have  reviewed  the  content  of  this  report  with  the  President  of  the 
university  and  pertinent  members  of  his  staff.   The  full  context  of  the  uni- 
versity's written  response  to  the  report  is  presented  in  the  next  section  of 
this  document.   We  appreciate  the  cooperation  of  the  President  and  his  staff 
during  our  audit. 

Respectfully  submitted, 


/tff^uiSeZ  &***&- 


Morris  L.  Brusett 
July  5,  1973  Legislative  Auditor 
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APPENDIX  1 


UNIVERSITY  OF  MONTANA 


SUMMARY  OF 
STUDENT  FINANCIAL  ASSISTANCE 

1971-72 


Statutory  Scholarships  and  Fee  Waivers 

Administrative  Scholarships  and  Fee  Waivers 

Fellowships,  Private  Scholarships  and  Prizes 

Health  Profession  Scholarships 

Law  Enforcement  Education  Scholarships 

National  Defense  Student  Loans 

University  Loans 

Educational  Opportunity  Grants 

College  Work  Study 


No.  of 
Students 

Amount  of 
Assistance 

321 

$  80,776 

1,672 

516,831 

1/ 

174,810 

31 

14,149 

250 

34,257 

462 

315,490 

568 

83,765 

363 

221,652 

1,106 

828,990 

1/ 


Data  not  readily  available. 


Source:  U  of  M  Financial  Report  and  U  of  M  Financial 


Aid  Office, 
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White    —  Athletic  Dept. 

Yellow  ~  Grantee 

Blue      —  Scholarship  Committee 


APPENDIX   2 


BIG  SKY  ATHLETIC  CONFERENCE 

Agreement  For  Athletic  Scholarship 


19  ..£3  -  19 ...68. 


SPORT Football 


This  agreement  made  and  entered  into  this  ..   ..Kl£.tfiSILJdL day  of F@ii>£Ua£Y (  ]9.^3... 

by  and  between  the  Scholarships  Committee  of ■Univ.exs.i-ty...o£..Manta.na. _ 

and    ■  B. stipulates: 


FIRST:    University.  .Of. .Mont  ana. will  furnish  the  following  scholarship: 

_._..T.uit±oucL..and..JE,e.ejs^_....Room..£in.cl._D.Qaj:.clJ .S.L5...0Q.. per.. .month 

Incixaen.taJLs..plu.s .$..6.Q.fcaQ....boo.k_allo.w^ace..  on..  Athletic 


._ .Work  -Pxagr  am — 


i_^Xlow.ed_.under...WCAA...cec.ulatipns) 


SECOND:  This  award  is  made  in  accordance  with  the  provisions  of  the  Constitution  of  the  National  Collegiate 
Athletic  Association  pertaining  to  principles  of  amateurism,  sound  academic  standards  and  financial  aid  to 
Student  Athletes  (Article  III,  Section  1,  3  &  4).  A  copy  of  these  principles  is  enclosed.  We  ask  you  to  read 
them.    Your  acceptance  of  the  award  means  that  you  agree  with  these  principles  and  are  bound  by  them. 

THIRD:  Under  the  regulations  of  the  Big  Sky  Athletic  Conference  and  this  institution,  this  scholarship  (or 
grant-in-aid)  may  be  awarded  for  only  one  year;  however,  the  award  may  be  renewed  as  long  as  the  re- 
cipient maintains  satisfactory  grades  and  conducts  himself  as  a  good  citizen. 

FOURTH:  In  case  the  recipient  is  injured  while  representing  the  Institution  in  intercollegiate  athletic  competi- 
tion, this  is  to  state  that  his  scholarship  (or  grant-in-aid)  will  be  continued  for  as  long  las  he  is  otherwise 
eligible  for  competition. 

FIFTH:  The  foregoing  award  is  subject  to  the  submission,  in  due  course,  of  a  transcript  :>f  satisfactory  aca- 
demic credits  which  will  satisfy  the  admission  requirements  of  this  institution. 

SIXTH:    This  agreement  becomes  invalid  if  not  signed   and  returned   by  


.<.{£&££. /L^Z^i. 

Chairmen,  Scholarthip*  Committed 
Director  of  Arhletlct 


.^Li^./ji^/jA^.. 


1M— 1-67 


Date 
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APPENDIX  4 

UNIVERSITY  OF  MONTANA 
COLLEGE  WORK  STUDY 
APPLICATION  AND  PAYROLL  PROCESS 

1.  Application  and  Financial  Statement  submitted  by  student: 

a.  Montana  Application  for  Student  Financial  Aid 

b.  Parents'  Confidential  Statement  from  dependent  student 

c.  Independent  Student  Financial  Statement  for  emancipated  student 

2.  Information  on  scholarships  awarded  and  other  forms  of  financial 
assistance  requested  of  and  sent  by  University  Departments  to  Financial 
Aids  Office 

3.  Financial  Aids  Office  determines  individual  students'  financial  need 
after  considering  parents'  contribution,  student's  summer  savings,  and 
all  other  financial  resources  available  to  the  student. 

4.  Financial  Aids  Office  determines  a  financial  aid  package  to  equal  the 
amount  of  each  students'  financial  need  from  following  sources: 

College  Work-Study  (CWS) 

National  Defense  Loan 

Educational  Opportunity  Grant 

Health  Professional  Scholarship 

LEEP  (Law  Enforcement  Education  Program)   loan 

One  of  several  University  Scholarships  except  athletic 

Fee  Waiver 

Or  a  combination  of  several  of  the  above 

5.  Notice  of  Financial  Aid  Award  mailed  to  the  student. 

6.  Notice  of  Financial  Aid  Award,  with  acceptance  statement  is 
acknowledged,  signed  and  sent  back  to  Financial  Aids  Office  by  student. 

7.  CWS  certification  cards  typed  up  by  Financial  Aids  Office. 

8.  CWS  certification  card  and  W-4  authorization  form  given  to  student  at 
registration  time  after  student  shows  Financial  Aids  Office  personnel 
a  registration  card  containing  at  least  the  minimum  number  of  credits 
(12  cr.  for  undergraduates;  9  cr.  for  graduates). 

9.  The  student  locates  an  employer  and  presents  his  CWS  certification  card 
to  his  employer  who  (1)  identifies  the  account  from  which  the  20%  of  the 
student's  wages  is  to  come;  (2)  inserts  a  description  of  the  work 
duties  of  the  student;  (3)  inserts  the  wage  per  hour  he  desires  to  pay 
the  student,  and;  (4)  signs  the  card.   The  student  inserts  his  grade 
level  (fr.,  soph.,  etc.)  and  signs  the  card  and  returns  the  certification 
card  and  the  W-4  card  to  the  Financial  Aids  Office. 

Source:   University  of  Montana  Financial  Aids  Office. 
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10.  Official  in  Financial  Aids  Office  studies  the  job  description  provided 
by  the  employer  and  assigns  a  job  classification  code. 

11.  The  wage  limits  of  the  job  classification  are  compared  to  the  wage 
indicated  by  the  employer  on  the  certification  card. 

12.  If  there  is  no  conflict  the  card  is  "accepted"  and  a  duplicate  is  pre- 
pared and  sent  to  the  student  payroll  clerk  in  the  university  business 
office. 

If  there  is  a  conflict  the  card  is  rejected  and  the  employer  is  advised. 
The  employer  either  adjusts  the  student's  wage  to  conform  to  the 
category  limit  or  provides  satisfactory  additional  information  to  justify 
a  higher  classification. 

13.  On  the  15th  of  each  month  the  employer  submits  a  CWS  payroll  time  card 
on  each  student  to  the  student  payroll  clerk  within  the  university 
business  office. 

14.  The  student  payroll  clerk  examines  the  CWS  payroll  time  card  and  compares 
it  to  the  certification  card  and  earnings  record  to  determine  whether: 

a.  There  is  a  valid  certification  card. 

b.  The  hourly  wage  on  the  time  card  conforms  to  the  approved 
wage  on  the  certification  card. 

c.  The  student  has  already  earned  the  full  amount  of  his  CWS  award. 
If  so,  earnings  are  charged  100  percent  to  the  employing 
department. 

d.  The  employers  signature  on  the  certification  card  agrees  with  the 
signature  on  the  time  card. 

15.  The  student  payroll  clerk  examines  the  CWS  payroll  time  card  to  ascertain 
whether  the  total  hours  submitted  exceed  those  allowed  for  the  month 

per  CWS  regulations,  i.e.,  average  of  15  hours  per  week  while  classes 
are  in  session. 

a.  If  they  do  exceed  the  maximum,  the  excess  hours  are  charged 
100%  to  the  employing  department's  accounts  and  the  remaining 
hours  are  charged  20%  to  the  department's  accounts  and  80%  to 
the  Federal  CWS  accounts. 

b.  If  the  total  hours  are  within  the  maximum  limit  the  wages  for 
the  month  are  charged  20%  to  the  department's  accounts  and 
80%  to  the  Federal  CWS  accounts. 

16.  The  CWS  payroll  time  cards  are  processed  by  data  processing  and  an 
"Awards  vs  Earnings"  report  is  generated. 

a.   Work-Study  clerk  in  Financial  Aids  Office  studies  report  and 
removes  from  Work-Study  all  who  have  earned  their  award 
amount  by  notifying  the  student  payroll  clerk,  the  employ er 
and  the  student. 
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b.   Where  it  appears  the  student  will  exceed  his  award  by  the  end 
of  the  next  payroll  period  notification  is  sent  the  employer. 

17.  State  payroll  warrants  are  produced  by  data  processing  and  are 
delivered  to  the  university  treasurer  whereupon  they  are  mailed  to  the 
student  employees. 

18.  The  payroll  warrants  are  cashed  or  negotiated  by  the  student  employees 
and  sent  to  the  State  Auditor's  Office  in  Helena  through  bank  clearing 
processes.   The  cashed/negotiated  payroll  warrants  are  retained  in 
Helena. 

NOTE:   Certain  exceptions  to  the  foregoing  processes  existed  in  the  case  of 
the  athletic  department.   These  exceptions  are  discussed  in 
appropriate  sections  of  the  audit  report. 
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Name: 
Address: 
City— State: 


University  of  Montana 

Division  of  Student  Financial  Aids 

Room  209,  Main  Hall 

Missoula,  Montana  59801 


APPENDIX  5 


D)BO!E 

)F  FINANCIAL  AID  AWARD  ' ' 


Date        August  18.   1970 

u.«r,uliV;ifiUT    mUTJlATIA 

FINANCIAL  AIDS  OFFICE 


I  am  pleased  to  advise  that  you  have  been  selected  to  receive  the  following  awards  for  the  academic 
year  19_...Z°-19 1^-for  the  summer  of  19_ 

1.  College  Work-Study 459-(l)(2) _ Amount  $._.UQO : 

2.  National  Defense  Loan _ 561-1 Amount  $ 

3.  Educational  Opportunity  Grant 600-(l)  (2)  (3)f(5)). Amount  $  199.9.. 

4 _ — _ Amount  $ 

5 _ Amount  $. 

6 Amount  $ _ 

It  is  hoped  the  financial  assistance  represented  by  the  awards  listed  will  supplement  privately  arranged 
sources  of  support  to  the  extent  necessary  for  you  to  attend  the  University  during  the  period  covered 
by  this  notice.  This  commitment  is  subject  to  change  if  assistance  other  than  that  stated  above  is 
received;  that  is,  if  you  are  the  recipient  of  a  scholarship,  loan,  employment,  or  other  financial  assist- 
ance of  which  we  are  unaware.  You  are  personnally  responsible  for  notifying  this  office  of  receipt  of  any 
such  additional  assistance. 


(         Cordially  yours, 

&K5  L  %M 


Student  Financial  Aids 


NOTICE  OF  ACCEPTANCE 

This  Notice  of  Acceptance  must  be  returned  to  the  Division  of  Student  Financial  Aids,  Room  209,  Main 

Hall,  Missoula,  Montana  59801,  by  .    ..  August   2?'  .  W19..  .. _ 

IN  THE  EVENT  THAT  IT  IS  NOT  RETURNED  BY  THIS  DATE,  ALL  AID  WILL  BE  CANCELED 
AND  REALLOTED. 

I  herewith  accept  the  above  financial  aids  and  certify  that  I  have  observed  (or  will  observe)  the  special 
instructions  pertaining  to  each. 


Date 
Address  .. 


...Lk\^A..^A 


Name  (print) 


City— State 


Signature 


Zip  Code 


Original 
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University  of  Montana 


APPENDIX  6 


\ 


\ 
\  \ 

\ 


CWS  Certification  Card 


NAME 


QUALIFIED  AMOUNT 

jhnoo 


DATE  QUALIFIED 
09/21/70 


SOC.  SEC.  NO. 


PERIOD  OF  ELIGIBILITY 
'09/gl/70-06/l5/71 


JCn  CATEGORY 


TO  EMPLOYER:    The  above  student  has  qualified  for  employment  under  the  Federal  Work- 
Study  Program  for  the  period  indicated.   No  pdym>nt  can  be  made  until  this  authorization  is 

completed  as  to  employer  and  student  certirf-  I    authorized  signature 

cation,  returned  to  the  Office  of  Financial  Aid>. \  A    A        A        ^ 

and  a  job  category  is  assigned.  ,      /  I /-  (  )      /[       ()/ 


a^he^VoVkV 


STUDENT  CERTIFICATION:  I  understand  that  my  acwpUncebfVmpfofeei/t  mL 

Study  Program  is  conditional  upon  my  being  enrolled  for  at  least  12  credits  each  quarter 

further   understand    that    I   must   reapply   by  ' 

April  1st  for  each  academic  year  and  Summer 

Quarter  since  recertification  is  necessary. 


ignaturk 


8    '■'■   >:. ;/._!.  -  J-a,  -a 


1 


DATE 


EMPLOYER  CERTIFICATION:  This  is  to  certify  thjjf  the  above  student  h^fbeen  employed 
by  our  Department/Agency  and  that  work  performed  will  be  in  compliance  with  Work-Study 
regulations.  „  -  «    -. 

Proposed  wage  X.-^^  per  hour. 

AUTHORIZED  SlG^ATURE*^ 


DEPARTMKNT/AGENCY  .- 


DEPARTMENT/. 


DATE 


UNIVERSITY  OF  MONTANA 
WORK-STUDY  CERTIFICATION 


>,\   /'   «"■)    4> 

(OVER)  \J\J*JO 


JOH  DESCRIPTION 


College  status:      Fr.        So.        Jr. 


Sr. 


Gr. 
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APPENDIX  9 


University  of  Montana 
Process  Used  by  Athletic  Department 
To  Cash  and  Record  CWS  Payroll  Warrants 


1.  CWS  warrants  delivered  to  or  picked  up  by  athletic  department  around 
first  of  each  month. 

2.  Athletic  department  payroll  clerk  prepared  a  "pay  distribution"  list 
showing:   (1)  the  name  of  each  student  athlete;  (2)  the  gross  and  net 
amounts  of  each  CWS  payroll  warrant;  (3)  the  amount  to  be  paid  to  the 
student/athlete;  and  (4)  the  amount  to  be  retained  by  the  athletic 
department. 

Note:   The  amount  to  be  paid  each  student/athlete  was  determined  on  the 
basis  of  NCAA  allowances  of  $15  per  month  for  incidentals  and  $20  per 
quarter  for  books.   The  remainder  was  to  be  retained  by  the  athletic 
department. 

3.  On  the  first  of  each  month,  the  payroll  clerk  took  the  CWS  payroll 
warrants  to  the  field  house  ticket  office  where  payments  to  student/ 
athletes  were  made. 

4.  The  first  student/athlete  to  seek  payment  was  asked  by  the  payroll 
clerk  to  endorse  his  CWS  payroll  warrant. 

5.  The  first  CWS  payroll  warrant  was  then  cashed  through  use  of  a  $1,500 
change  fund  maintained  by  the  ticket  office. 

CWS  payroll  warrants  cashed  and  placed  in  the  ticket  fund  were 
periodically  turned  in  to  the  university  treasurer  in  exchange 
for  an  equivalent  amount  of  currency. 

6.  The  first  student/athlete  was  then  paid  the  amount  shown  for  him  on  the 
pay  distribution  sheet  in  cash  and  initialled  the  sheet  in  acknowledge- 
ment of  payment.   The  remaining  cash  was  retained  by  the  payroll  clerks, 

7.  The  next  and  subsequent  student/athletes  were  also  asked  to  endorse 
their  respective  CWS  payroll  warrants  and  received  payments  in  cash 
using  the  cash  obtained  from  previous  CWS  payroll  warrants. 

8.  As  cash  payments  were  made  to  student/athletes  and  the  cash  exhausted, 
additional  CWS  payroll  warrants  were  cashed  in  the  same  manner  as 
before  through  the  ticket  office  change  fund. 

9.  At  the- end  of  the  day,  or  when  all  of  the  CWS  payroll  warrants  were 
cashed,'  the  payroll  clerks  turned  the  unused  cash,  pay  distribution 
sheets  and  endorsed  CWS  payroll  warrants  over  to  the  manager  of  the 
ticket  office. 
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10.  As  time  permitted,  the  ticket  office  manager  tabulated  the  cash  and 
endorsed  CWS  payroll  warrants  by  sport  and  turned  the  cash,  endorsed 
warrants  and  related  adding  machine  tapes  over  to  the  athletic 
department  business  manager. 

11.  As  time  permitted,  the  athletic  department  business  manager  prepared 
deposit  tickets  by  sport  for  the  cash,  endorsed  EOG's  and 

CWS  payroll  warrants,  posted  the  totals  to  his  manually  kept  ledgers, 
and  delivered  the  prepared  deposit  to  the  university  treasurer. 

12.  The  university  treasurer  validated  the  deposit  and  processed  the 
deposit  with  other  university  receipts  resulting  in  an  update  of 
appropriate  business  office  records  and  accounts. 

In  preparing  the  deposits,  the  business  manager  entered  account 
numbers  which  resulted  in  the  recording  of  negative  expenditures; 
i.e.,  a  reduction  of  previously  recorded  expense.   The  accounts 
used  were  entitled  "Scholarship  Reimbursement." 
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AGENCY  REPLY 


University  of  Hlontana 
ITIissoula,  ftlontana  59801 
(406)  243-0211 


i,;L    5  1973 

\    \  LEG1SLAT1VI   AU  II 


July  3,  1973 


TO:    Legislative  Audit  Committee  and  Legislative  Auditor,  State  of  Montana 

The  "Report  on  Evaluation  of  Student  Financial  Aid"  prepared  by  the  Legislative 
Auditor,  dated  June,   1973,  indicates  findings  of  violations  of  regulations  and/or  the 
law  in  the  handling  of  the  College  Work  Study  and  Educational  Opportunity  Grant 
programs  by  the  Department  of  Intercollegiate  Athletics  of  the  University  of  Montana. 
It  does  not  intend  to  cover  the  University-wide  student  financial  aid  program  which  is 
very  extensive,  the  Athletic  Department  portion  being  but  a  minor  part  of  the  total, 
whether  viewed  from  the  standpoint  of  numbers  of  students  served  or  the  amount  of 
money  involved. 

Since  a  mere  reading  of  the  report  could  cause  those  not  fully  familiar  with 
student  financial  aid  to  conclude  that  all  such  programs  at  the  University  (or  even 
general  fiscal  operations)  are  faulty,  it  seems  proper  to  briefly  remark  upon  the  overall 
administrative  operations  of  the  University. 

The  Report  finds  that  within  the  Athletic  Department  effective  controls  were 
wanting  in  several  respects.    To  the  precise  extent  which  this  may  be  true  is  debatable. 
The  view  is  expressed  that  the  University  Administration  should  have  been  aware  of 
the  deficiencies  and  this  observation  is  understandable  and  quite  normal .    On  the 
other  hand,  in  at  least  partial  defense  of  the  administrative  performance,  it  must  be 
recognized  that  with  over  8,000  students,  approximately  1,000  employees  and  a  year- 
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round,  day-in,  day-out  operating  program,  involving  several  dozen  administrators  with 
varied  responsibilities,  the  possibility  of  precise  awareness  becomes  far  less  possible 
than  with  a  smaller,  less  complex  type  of  agency. 

None  of  this  is  stated  to  condone  ill  advised  practices  or  violation  of  law  or 
regulation.    It  is  intended  though  to  offer  explanation  of  how  such  happenings  occur. 
In  fairness  to  the  Athletic  Department's  personnel,  their  operational  methods  in  the 
handling  of  the  programs  conformed  to  their  understanding  of  what  was  allowable 
according  to  a  financial  aids  Director  serving  the  University  at  the  time  the  Work  Study 
program  started.    Their  actions  or  inactions  were  certainly  not  of  a  clandestine  nature  — 
what  they  did  they  did  openly,  believing  they  were  conducting  the  programs  in  the 
best  interests  of  the  students  and  the  department.    However,  in  matters  of  this  type 
good  intentions  are  not  enough. 

Further,  from  an  administrative  standpoint,  it  must  be  emphasized  that  in 
recent  years  there  have  been  several  audits  and  reviews  by  federal,  state  and  private 
auditors  of  these  specific  financial  aid  programs.    Administrators  should  be  in  position 
to  rely  upon  such  audits  and  reports  as  an  administrative  tool  to  call  attention  to 
deficiencies.     None  of  the  audits  or  reports  served  that  purpose,  other  than  for  incidental 
matters  —  the  present  Legislative  Auditor  Report  is  the  first  report  citing  the  deficiencies 
now  being  considered.     This  is  not  to  be  critical  of  any  auditor  or  investigator  of  these 
programs  —  surely  they,  too,  may  not  have  had  time  or  the  resources  to  diligently  dig 
into  these  complicated  matters.    Incidentally,  the  audits  and  reports  mentioned  were  as 
follows:    Galusha,  Higgins  and  Galusha    (accounting  firm)  audit  for  year  I  > 67-68, 
dated  November,   1968;  Program  Review  of  Financial  Aids  by  Region  VIM  of  HEW,  dated 


March  12,   1969;    Montana  Legislative  Audit  for  the  fiscal  year  1970;   Program  Review 
of  Financial  Aids  by  Region  VIM  of  HEW,  dated  February  18,   1970;     Department  of 
Health,  Education  and  Welfare  (HEW)  Audit  of  College  Work  Study  Program,  covering 
period  May  31,  1965  to  April  30,  1970,  dated  April  27,   1971. 

In  spite  of  all  this,  the  errors,  irregularities,  deficiencies  (or  however  the 
problems  are  described)  are  most  seriously  taken  by  the  undersigned  on  behalf  of  the 
University.    It  is  hardly  productive  to  argue  and  debate  matters  of  such  import  in  the 
welfare  of  the  University  and  the  state  itself. 

It  is  noted  that  a  number  of  practices  were  already  corrected  or  being  corrected 

when  the  auditors  commenced  the  work  leading  to  this  present  report.    This  is  best 

evidenced  by  a  statement  in  the  memorandum  of  the  University  Internal  Auditor,  dated 

December  20,   1971,  to  the  University  President,  as  follows: 

"Administrative  procedures  to  be  followed  for  employment  of  part-time  workers, 
including  work-study  students,  have  been  compiled  by  the  Business  and  Financial  Aids 
offices.    These  in  turn  were  approved  by  Vice  President  Mitchell  and  Business  Manager 
Murphy.    These  procedures,  in  my  opinion,  meet  all  the  requirements  of  the  Work-Study 
program  and  good  practical  management  controls.    It  is  my  understanding  that  the  pro- 
cedures are  to  be  implemented  on  a  University-wide  basis  as  soon  as  practical.    I  believe 
this  implementation  will  correct  the  payroll  irregularities  that  exist  in  the  Athletic 
Department  and  which  may  exist  anywhere  else  on  campus." 

The  responses  to  the  Auditor's  recommendations  will  show  that  most  of  them  have 
been  reacted  to  positively  and  in  accordance  with  the  recommendations. 

Returning  briefly  to  the  administrative  role  and  the  problem  of  keeping  abreast 
of  details  of  all  operations  at  the  University,  the  following  information  is  pertinent. 

The  University  is  a  unique  agency  with  functions  ranging  from  the  pure,  academic 
program  to  a  recreational  interest  such  as  operation  of  a  swimming  pool;  it  is  somewhat 
of  a  city,  where  the  students  live  at  a  home  away  from  home,  and  their  needs  for  housing, 
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meals,  health  care,  social  life,  recreational  interests  and  other  essentials  must  be  met 
around  the  clock  —  the  furnishing  of  such  requirements  do  not  come  to  a  close  of  an 
eight-hour  day  or  a  five-day  week. 

The  general  budget  or  expenditures  for  the  year  involves  $12,718,34],  expended 
during  the  1971-72  year.    The  auxiliary  enterprises  (Residence  Halls,  Food  Service, 
Health  Service,  Field  House,  etc.)  hoc  v>5,219,023  in  operational  expenditures  in  that 
year.    The  outlay  for  student  aid  was  $1,453,308.    The  total  then  was  $19,390,672. 
However,  beyond  this  was  the  outlay  for  campus  construction,  bond  obligations,  and  allied 
activities.    Additionally,  the  University  handles  accounts  for  numerous  associated  organiza- 
tions, such  as  honoraries,  societies,  fraternity  groups,  clubs,  etc.    The  budgeting  and 
accounting  process  is  but  a  single,  important  facet  of  the  effort  —  the  management 
function  is  the  greater  burden.    It  may  be,  as  stated  in  the  University's  accreditation 
report  of  five  years  ago,  that  the  University  must  hereafter  hire  a  number  of  additional 
administrators  to  properly  conduct  University  affairs.    Budgetary  constraints  have  made 
this  dubious  if  not  impossible.    At  any  rate,  it  is  essential  that  management  practices 
are  constantly  subject  to  improvement.    The  complexity  today  in  all  organizations, 
with  the  growing  "red  tape"  we  all  face,  evidently  calls  for  more  people  to  handle  the  load. 

The  exit  conference  with  the  Legislative  Auditor  and  his  staff  members  was  very 
productive  In  discussing  all  of  these  problems.    The  Auditor's  willingness  to  listen  out 
the  views  of  University  administrators  and  to  discuss  the  nature  of  this  Report  was  most 
gratifying  and  appreciated. 

Sincerely  yours, 


/U6s// 


Robert  T.  Pant. 
President 
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The  following  sets  forth  the  audit  recommendations  and  the  responses  of  the 

University  in  each  case: 

RECOMMENDATION    (Page  10  of  Audit  Report) 

"We  recommend  that  the  university  revise  the  language  used  on  athletic 
scholarship  agreements  to  specify  the  terms  and  conditions  under  which 
athletic  scholarships  are  offered  to  prospective  athletes:" 
Response:     This  recommendation  has  been  in  effect  throughout  the  1972- 
73  academic  year  and  its  practice  will  continue.    Athletic  Scholarship 
Agreements  have  and  shall  contain  the  specific  terms  and  conditions  in 
each  situation. 

RECOMMENDATION    (Page  14  of  Audit  Report) 

"We  recommend  that  the  university  establish  procedures  whereby: 

1 .  All  athletic  scholarships  are  awarded  by  the  university 
Scholarship  and  Student  Loan  Committee." 

Response:    This  recommendation  has  been  in  effect  throughout  the  1972- 
73  academic  year  and  this  practice  will  continue. 

2.  "Changes  in  previously  awarded  athletic  scholarships  are 
approved  by  the  University  Scholarship  and  Student  Loan 
Committee  and  reduced  to  writing." 

Response:     This  recommendation  will  be  implemented  effective  with  the 
1973-74  academic  year  even  though  not  required  by  the  NCAA  or  Big 
Sky  Conference  regulations. 
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RECOMMENDATION    (Page  20  of  Audit  Report) 

"We  recommend  that  the  university  establish  procedures  whereby  the 
Financial  Aids  Office  is  notified  and  kept  apprised  of  the  nature,  amount, 
and  duration  of  athletic  scholarships." 

Response:     This  recommendation  has  been  in  effect  throughout  the  1972- 
73  academic  year  and  this  practice  will  continue. 

RECOMMENDATION    (Page  22  of  Audit  Report) 

"We  recommend  that  the  university  require  that  EOG's  awarded  for  the 
payment  of  educational  expenses  be  transmitted  directly  to  students  by 
the  Financial  Aids  Office." 

Response:     This  recommendation  has  been  in  effect  since  December  of  1971 
and  this  practice  will  continue. 

RECOMMENDATION    (Page  26  of  Audit  Report) 

"We  recommend  that  the  Financial  Aids  Office  deal  directly  with  student/ 
athletes  in  the  administration  of  student  aid  programs  such  as  the  CWS 
program . " 

Response:    This  recommendation  has  been  in  effect  throughout  the  1972-73 
academic  year  and  this  practice  will  continue. 

RECOMMENDATION    (Page  31  of  Audit  Report) 
"We  recommend  that  the: 

1 .  Athletic  Department  adhere  to  the  CWS  fob  assignments  depicted 
on  the  CWS  certification  cards  or  seek  a  change  in  the  certifica- 
tion when  appropriate." 
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Response:     This  recommendation  has  been  in  effect  throughout  the  1972-73 
academic  year  and  this  practice  will  continue. 

2.     "University  institute  procedures  to  insure  that  student/athletes 

employed  by  the  athletic  department  are  performing  work  in  job 

assignments  for  which  they  are  certified." 

Response:    This  recommendation  has  been  in  effect  throughout  the  1972-73 
academic  year  and  this  practice  will  continue. 

RECOMMENDATION     (Page  38  of  Audit  Report) 

"We  recommend  that  the  university  require  that  all  time  sheets  and  payroll 
cards  used  in  conjunction  with  the  CWS  program: 

1 .  Show  only  actual  time  worked  by  hour  and  day. " 

Response:    This  recommendation  has  been  in  effect  throughout  the  1972-73 
academic  year  and  this  practice  will  continue. 

2.  "Reflect,  as  a  precondition  of  processing  and  payment,  certification 
by  both  employer  and  student  employees  that  the  time  shown  was 
actually  worked  in  a  satisfactory  manner." 

Response:     This  recommendation  has  been  in  effect  throughout  the  1972-73 
academic  year  and  this  practice  will  continue. 

RECOMMENDATION    (Page  43  of  the  Audit  Report) 

"We  recommend  that  the  university  establish  a  system  to  control  and  supervise 
work  performed  by  student/athletes  to  insure  that  work  is  commensurate  with 
compensation . " 
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Response:     This  recommendation  has  been  in  effect  throughout  the  1972-73 
academic  year  and  this  practice  will  continue. 

Comment:     In  referring  to  the  comments  found  in  the  first  paragraph  on  page  39: 
The  availability  of  CWS  funds  did  allow  for  additional  scholarship  funds  to  be 
used  to  support  additional  student  athletes  in  their  educational  costs.    It  was  not 
used  for  other  departmental  expenses  such  as  recruiting,  equipment  and  etc.;  use 
of  CWS  funds  for  eligible  athletes  does  not  of  itself  violate  Federal  law,   NCAA 
or  Conference  regulations. 

RECOMMENDATION    (Page  46  of  Audit  Report) 

"We  recommend  that  any  and  all  loans  or  advances  between  student/athletes 
and  the  university  be  formally  executed,  recorded,  and  accounted  for  in  the 
same  manner  as  other  university  accounts  and  notes  receivable." 
Response:    This  recommendation  has  been  in  effect  throughout  the  1972-73 
academic  year  and  this  practice  will  continue. 

RECOMMENDATION     (Page  50  of  Audit  Report) 
"We  recommend  that  the  university: 

1 .    Examine  the  purpose  and  use  of  the  ticket  office  change  fund  and 
restrict  its  use  to  the  purpose  for  which  it  was  intended,  or  modify 
the  fund  appropriately." 
Response:     The  university  is  in  the  process  of  defining  the  uses  of  this  fund 
and  will  implement  by  the  start  of  the  1973-74  academic  year   r  clear  policy 
conforming  with  sound  business  practices. 
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2.     "Insure  that  proper  cash  handling  and  depositing  procedures  are 
followed  by  the  athletic  department." 
Response:     It  is  the  present  policy  that  the  athletic  department  shall  not 
handle  money  and  will  continue  to  be  the  policy.    In  any  instance  where 
someone  might  present  money  to  a  representative  of  the  athletic  department, 
such  money  will  be  immediately  transferred  to  the  Business  Office  for  offical 
university  receipt. 

RECOMMENDATION    (Page  53  of  Audit  Report) 
"We  recommend  that: 

1.  All  athletic  department  payments  to  student/athletes  be  made  within 
the  established  warrant  process." 

Response:     This  recommendation  has  been  in  effect  since  December  1971  and 
this  practice  will  continue. 

2.  "Scholarship  expenditures  be  recorded  and  shown  on  a  gross  basis  in 
the  university's  accounting  records  and  annual  financial  reports." 

Response:     This  has  been  the  practice  since  January  1972  and  will  continue 
to  be  the  practice.    In  fact,  there  have  been  no  reimbursements  to  the  athletic 
department  scholarship  fund  since  January  1972. 
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